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Settlement of Anglo-Persian oil dispute 


Conversation between the Secretary of State and Sir William 
Fraser, the Chairman of the Anglo-lranian Oil Company, 
‘on January 8, 1958 3 
Abandonment by A.1.0.C- of full claim a very serious step: 

proposal by Sir William Fraser that Persian Government 

should be asked 10 allow representatives to go 10 Tehran to 
form judgment on the possibilities of A.1.0.C. returning or of 
forming an international consortium; Secretary of State suggests 
that perhaps it would be better to share the responsibility with 
‘other major ofl companies in the Middle East; great tact will be 
‘needed in bringing our proposals before the Persians, 


Tntetnal situation in Persia 

Security forees of the country loyal and their morale good: 
country as a whole quiet; American confidence that the new 
Majlis will be an improvement on the old; a good harvest, 
Anierican aid and good basic food stocks have produced a 
situation of stability which should continue. 


Settlement of Anglo-Persian oil dispute 


fee eee Sa a nai Sw 
ee Se mes 
Peablom would be saiafatory resolved 


sion taken by the Board of Directors of the Anglo- 
Pitanian Ol! Company on January 14 1954, concerning thee 
‘aim for compensation coocermag thir interests in Pera 
‘Anglo-tranian Olt Company agre to a solution of thet 
problem alg the fines of Consorum in which the Company 
Mould have a $0 per cent interest 


Settlement of Persian oil dispute 


‘Statement to Minister for Foreign Affairs of our proposals 
ding the ofl problem : 

Minster pleased with statement and recognised it a a big 
step forward: in. matter. of publicty we and the Persian 
Government must march in sep: desre by the Persians for 
Dri Information of any future announcements from Loodon 

| br Washington. 
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‘Commercial and economic conditions in Persia 

Large increase in Japan's share of the import and export 
tde a prominent feature; devaluation of the rial during 
Dr, Musaddiq's term of office a useful source of revenue for 
the exporter: sufficient food in the country for normal con- 
‘sumption and the bigimporters holding big stocks of most goods; 
Poor distribution system may cause serious local shortages: 
‘no real possibility of putting new life into the economy until 
the oi! problem has been solved. 


Settlement of Anglo-Persian oil dispute 


Political developments in Persia during the last six months and 

the outlook for the near future 

Dr: Musaddig dicreited largely because of his powerless. 
‘ness vied-vis the Tudeh Party; Government have earned 
respect by their firmness but they lack any appreciable measure 
of “active support; likelihood of considerable popular 
support for Dr. Musaddiq; Government record so far fairly 
promising in view of their legacy of difficulties, 


eclings in Persia towands the British 

‘Some success obtained in the task of winning the confidence 
‘of the Penian Government; a certain coolness shown by the 
‘Shah; anti-Britsh feeling in Persia not deep-rooted snd mainly 
4 elle of the Musaddiq era; "much patient work needed {0 
finaly convince the Persians of Our good fuith, 
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Conversation between the Secretary of State and the Persian, 
‘Ambassador on March 17, 1954 
Ambassador hopes that delay in the oil discussions would 
‘not last long: British advice desired in the matter of the Persian 
firmed forces; Shah most anxious to develop the present 
‘cordial relations, 


Anglo-Persian relations 


Confirmation that negotiations by Her Majesty's Government 
for compensation only to be carried out in accordance with 
the Anglo-American understanding 


Tran oe Bi) 

Memorandum of Understanding on “ Basis for the Settic- 
repre cAngletanian following discusions between 
Fepresentatives of Gulf Oil, Texas. California Standard, Jersey 
amiard. Socony Vacuum, CEP, Royal Dutch Shell and 

aglo-Irinian, 


| Quarterly report forthe period January-March 1954 


Notification to the Shah by the Senate and Majlis of their full 
constitution 


Settlement of Anglo-Persian oil dispute 


SECRET 





PY) 


2s 


» 


0 


354 Sit Roger Stevens 


36 


a 


SECRET 


TABLE OF CONTENTS 





Date | 





lose 
Sir Roger Stevens ... | July & 


No. 33 


Quarterly report for April-June 1954 


Relations between the Soviet Union and Persia in connection 


Sir Roger Stevens ... | July 17 
+g {a2 ‘with the Turko-Pakistani Pact 


No. 56 | 
Sir Roger | July 


22 | An appreciation of the two Houses of the Persian Parliament 
No. $9 | 


Both Houses the product of elections in which there has been 

| considerable interference: absence of organised political partis 

| makes difficult the assessment of the significance of groups in 
the Persian Parliament; politicians generally lack personality 
land the wont of the Shah decisive in most cases 


Settlement of Anglo-Persian oil dispute 
No. 36 


Sir Roger Stevens .. | Sept. | Report on a Note Cover Act brought into force on July 21 
Saas ‘Main object of the Act to pve the Bank Melli more latte 
in adjusting the volume of currency in culation 


Sir Roger Stevens ... 15 | Communist conspiracy in the Persian armed forces and police 
No. 


Sir Roger Stevens i, 22 | Anglo-Persian relations 
No, 62 Saving | 

Sir Roger Stevens 12 | Quarterty report July-September 1954 
No. 8F | 


Sir Roger Stevens 25 | Anglo-Persian relations 


No. 66 Saving 


16 | Succession to the Persian throne 

Question of a successor to the present Shah raised by the 
recent death of Prince Ali Reza; no issue at present from the 
Shah's marriage with Queen Suraya, 


Sir Roger Stevens 
No. 98 


30 | Conclusion of commercial relations between Persia and the 


Me. Wright 
" Federal Republic of Germany 


No 97 B. 


Mr, Weight < 5 
No, 10338/20)84 


Soviet-Persian Agreement on financial and frontier matters 


Appendix Biographical Notes 


he 


No. #4 | 


(6) Oi Negotiations 


Sir Roger Stevens | Apr. Apail 14, 1958 
(Tehran) | 

(1) No. 315 Tel. | 

Q) No. 31 | Ape. 

1G) No. 3 Apr 


‘Opening meeting held o 


Mr, Fr Ape. Progress of the Anglo-Persian oil negotiations 
‘No. EPISia/74 


SECRET 





No. and Name | Date | 





Sir Roger Stevens .. 
(1) No. 18 

Mr, Allen 
(2) No. 1534/87 


Sir Roger Stevens .. 
‘No. 15327 5/84 


Mr. Eden. 
No, 463 


‘Sir Roger Stevens 
No. 26 Saving 


Mr. Eden 
(1) No. $04 
(2) No. 505 


Sie Roger Stevens 
No dt 


Foreign Office 
‘No. 1174 


Sir Roger Stevens 
‘0. 48 


Sir Roger Stevens 


No. 156 Tel, 
(3) No, 189 Tet, 

Sir Roger Stevens 

(No.6 

(2) No 15327/38/846; 


Sir Roger Stevens 
Ne. 75 
Sir Roper Makins 
No. 2143 Tel. 
‘Sir Roger Makins 
() No. 2180 Tei, 
‘Sir-Anthony Eden 
(2) No. S284 ‘Tel, 
Sir Roger Stevens 
No. 1208 Enctair 
Sir Roger Stevens 
‘No. 1231 
$4 Sir Roger Stevens 
No. 1240 Enclair 


55 Sic Roger Stevens 
No. 28 


56 Me. Eden 
No. 68 


1984 
Apr. 24 Conversation between Sir Roger Stevens and the Shah of Persia 
on April 22, 1954 

fay 


Review of the progress to date of the negotiations 


| Negotiators consult with their principals 


Principal points unresolved between Consortium Delegation 
and Persian Government 


Conversation between the Persian Ambassador in London 
‘and Me. Eden, in Geneva on May 29, 1954 


Progress of negotiations 
Agreement reached on forming a Consortium Company 
Persian comment on the oil negotiations 


Audience of Her Majesty's Ambasador with the Shan of 
Persson June 30, 9se Amaseator with the Shah of 


Proposal to obtain Inter-Covernmeatal Agreement with 
sian 


Observations onthe future ofthe Anglo-Perlan il negotiations 

Great credit due to the work of Dr. Amini Sh fully 
commited vo backing the ngreement and this tite no May 
to change now 


Presentation of the oil agreement to the Senate and Matis 
Treatment of independent off companies 


Middle East oil talk 


Majlis approval of oll agreement 
Senate approval of ol agreement, October 28 


Signature of Oll Agrcement by Shah on October 30, 1954 


15 


2 





(©) Compensation Negotiations 


Mar, Suggestions by Her Majesty's Ambassador 
Apr Instructions to Her Majesty's Ambassador in regard to 
‘egotiations with the Persian Government on compensation 
for the Angio-lranian Oil Company 
Her Majesty's Government to reserve all their legal rights 
Pending a solution satisfactory to the Consortium negotiators; 
o desire by the United Kingdom to ask Persia to pay mare 


| Compensation than could be comfortably sustained by her 


SECRET 
Pa 


101 







































































































dae | 
19st 1954 
57 Sir RogerStevens ... | Apr, 20 | Results of first meeting 103 a 
() No. 38 
(2) No. 350 Apr. 20 bs 
Sir Roger Stevens ... | May 4 | Results of second. meeting it! 
() No. 436 | | 
(G) No 446 May 5 n| 
() No. 455 May 6 | ny 
| n 
99 Sir Roger Stevens. | Jone 29 | Copycraion between Her Majat’s Ambasador and the | 
No. 675 Prime Minister on June 28, 1934 106 
| } ’ 
60 Sir Roger Stevens July 22 | Results of meeting held on July 22 and 23, 1954 107 21 | Payments Agreement (American interest) 126 
No. 787 n 
61 Me. Eden | suly 24 | Discussion in London between Anglo-ranian Oil Company 16 
No 759 find Her Majesty's Goveroment 108 "i 
Sir Roger Stevens 26 | Persian offer of £25 millions 4 
‘No. #4 
St 
63 Mr, Eden July 28 | Hee Majesty's Government and A.LLO.C. reaction to Persian 3| 
No 797 ‘lle 1 2) 
4 Me, den | July. 30 | Method of making payments Mm | 
(1) No. 808 | | 
(No m10 | July 30 | 
Sit Roger Stevens .. | July 30 a 
(3) No. AS1 | 35| 
{3} No. Bo Aup 1 8 
(5) No. 870 Aue 1 | 
(6). No. 886 Aug. 2| 1 
Mr. Eden | Aug 2 | 
(7) No. RE | | 1| 
Sir Roger Stevens ... | Aug. 3 3} 
(8) No. 903 | 
(0). No. 904 Au. 3 B 
Mr. Eden | Aue 3 2| 
(i) No wi cot 2 
ir Roger Stevens... | Auge 4 | 
(11) No. 0 2% | (Record of conversation between Her ; 
wee ae, ‘Washington and the United States Seceasey ot Treacy 
26 | Payments Agreement... 
"Text of notes and leters exchanged, Le 
(d) Payments Negotiations | 
65 Mr. Eden | Mar. 20 | Payments relations ? len aa arr — 
(iy No. 262 
G) No. 263 Mar. 20) 
Sir Roger Stevens ... | Mar. 22 
(@) No. 220 
(4) No. 367 Ape. 22 
Mr, Edens... | Ape. 24 
(5) No. 399 
66 Sit Roger Stevens .. | Ape. 26 | “ Heads of Agreement arrangement between Persia and the 
() Now 386 United Kingdom on the payments question) ng 
(No 37 | Apr. 26 | 
(3) No. 388 | Ape. 26 | 
Mr. Eden | May “1 | 
(i) Now 425 
(5) No 426 May | 
67 Sie Rogee Stevens ..| May 3 | Problem of Residual Guarantee m 
Not 
} 
66 Sic Roger Seems. | May 6 | Papments Agreement, : m 
0) 
Sess SECRET 


SECRET w2 


‘Supvect INDEx 


[The figures denote the serial numbers of the documents} 


(@) General 
ANGLO-IRANIAN Ott. Company — 
‘Abandonment of claim for compensation—3 and 7. 
Axcto-Persias On. Diseure— 
Settlement of the-2 (1)-(3), 3 (I-45), 8 (I)-Q). 
TL (+), 23 and 27. 
ANOLO-PERSIAN RELATIONS—6, 17, 18, 30 and 32 
AXNUAL REPORT ON THE HEADS OF FOREGN MISSIONS 
—354, 
Commercial AND Economie Conpmons 1x Prasia 
“10, 
COMMERCIAL RELATIONS ETWHEN PERSIA AND THE 
Feperat. REPUBLIC oF GexMAny—34. 


CConunast Consemacy 1 THE Pansian Arwen 
Foncis Ax Pouct—29. 

CoprnsaTion NAOOTIATIONS 10 me CARRIED OUY tn 

Om NCCORDANCE, WITH ANOLOPAMINCAN. UNOS: 
SaNoIN=19. 

CConstrrmo: oF Penta, THe—22 

Events 1s Pensia-—SUsseany OF—1 

Faatncs tv Pras rowakos re Barnioh—13 

Irena. SitUATION th Prnsta— 


MUMORANDUM OF UNDERSTANDING ON BASIS FOR Tite 
'SETTLAMENT WITHE ANGLO-IRANIAN—20. 


Nore Cavix Act anouanrr ito Force JuLy 21, 1954 
28, 


OW INSTALLATION AT ANADAN—REPORT ON 7 
MAINTENANCE OF—14, 


On, PRoniast—Uiren KiNobOM PRoROKALS—9, 


POLITICAL DeveLorsenrs IN Prnsti—12, 

POLITICAL SITUATIONBEARING ON THE OL Nego- 
Tattons—I6, 

Poumicat RePonts—Quarterty—15, 21, 24 and 31 

SOvIE-PRRMAN AGREMENE ON FINANGAL AND 
Font Marrins—35, 

Succession yo THE PrRsiAN THRONE 33 

TURCO-PAKISTANL PACT—RILATIONS —ETWHEN 
Sovier UMN ANb PeKsia Iv CONNECTION WEEK 
rHe—25, 


(®) OU Negotiations, 
AGREEMENT ON FORMING A Consontiun Company 
44. 
ANGLD-PERSAN OtL. NEGOTIATIONS —OnsiRvATIONS 
‘O% THe FUTUR OF AK (1}-(2). 

LUDUNCE OF SiR ROGER STEVENS WETHL THE SILL OF 
Ncmppnts Os APRIL 2, 195438 (I) and (2) 
AUDIENCE OF Sik RoouR STEVENS WITH TH SHAN OF 

Prasta ON JUNE 30, 1954—46, 


| CONSORTIUM DELEGATION AND THE PERSIAN GovERN- 
‘MENT—PRINCIPAL POINTS UNRESOLVED BETWEEN 
| m1 
| ConsuiraTion oF Necomarons wer Thiam Privct- 
Pais—40 (1)-G). 
| Isperevoesr On. Companies —TREATWENT oF THE 
| 2 
INTER-GoVERNMENTAL AGREEMENT. WITH PERSIANS — 
Prorosat 10 Osratn—47 (1)-3). 
| Meerio 1x Greva o% May 29, 1954, merwoen nian 
PERSIAN AMBASSADOR IN LONDON AND Mr. EDEN 
jo) Saray. 
Minot East Ont Tatxs—S1 (1)-42). 
\ceMET— 
Nai approval on October 21—S2- 
on tothe Senate ad to the Majls—49. 
Senate approval, October 28— 
Signature of Act by Shah on Ostober 30—Sé 
Prastays ConMENTS oN NEGOTITONS—45 
| ProceeDincs oF Orextvc MerrinG HILD On APait. 14 
| =36 03. 
PxooKsss OF NEGOTATIONS—37, 39 and 43, 


(©) Compemation Negotiations 
ConvIRSA TON METH Hk MAIESTY'S AMBASSADOR 


AND THE PHIM MENISTIR OF PERSIA On JUNE 28, 
19349, 


ix LoNbON ON JULY 24, meEWHN THe 
‘Om Company AND Hn 


| iesreuctions To Hie Mantsty's AsmAss Don $6, 

| Suocisnions wy Hox Mansty’s Asmassxpon—55 

Prastan Orrin oF £25 sati0%s—62. 

RAciON or Hex Muutsty’s GOVERNMENT AxD 

| TANGLO-IRANAN On COMPANY TO. PYRAIAN 
Ormen—63 (1-3). 

Resutror Fins Mucrisa (APRIL 20, 1954)—$7 (1}-(2). 

| Rusur or Secon Macriva (May 3, 1954)—$8 (1)-43). 

| Resuuts oF Meenxas ELD ON JuLY 22 ano 23 
60 (I-42. 


(d) Payments Negotiations 

| © Heaos oF Aonssaaet "66 (1)+45). 
Pavitents. AGuraMEXT— s 

“American interest ia the68 (1)-(2) and 70 (1)-(20) 
| Tents of notes and leters exchangod with Persians 
| Tl 43) 
| Pavwenrs Revanions aND AntaNcemets—55 (1)4S) 
| RestovaL GUARANTHE—Promumes OF THE—67. 


Government and the United States 


SECRET 


FURTHER CORRESPONDENCE RESPECTING 
PERSIA—PART 8 


GENERAL CORRESPONDENCE 
EP 1010/1 No. I 


SUMMARY OF EVENTS IN PERSIA, 1953 


In 1953 Persia was at last rel 
months of the year he 
and sustained o1 


ments made to enforce 


voted efforts of some loyal away Dr, iq. an 


3 
relumed the Shah with greater prestige than he had previously enjoyed of then 


2, General Zahidi formed a Government. Supported by an immediate grant 
of United States aid, he was able at least to check the deterioration of Persia's 
Sconomy. He was hampered by the hesitation and jealousy of the Shah, who was 
Fesponsible in particular for the mishandling of the trial of Dr, Musaddiq, but he 
Tuintained law and order with determination and inflicted serious reverses on the 
Aude. Both in interaal and external polities he felt his way very cautiously, but 
by the end of the year he had pat the extreme nationalists more or lese in. ther 
ace, had resumed diplomatic relations with the United Kingdom, and. was 
approaching the oil problem in a manner which at least offered far better hopes of 
‘settlement than had existed at any time since 1951. 
3. The 
of 1952 
elaborat 
Tehran 


sive oil negotiations in progress. At the end 
and the United. States Government hid 
nited States Ambassador had returned to 
und for their presentation. ‘These proposals 
agree (0 international arbitration of claims 


ate, receiving in 
oil by a United 


4. AL frst progress seemed possible. After exhaustive discussions with the 
United States: Ambassador, Dr. Musaddiq moved forward. on the issue of 


fompensation. But on January 15 when the United States Amberg 
him with the draft of an agreement he (chica and area 


h was in his most childish and unreasonable 
frame of mind, and his behaviour dashed all hopes of a settlement ye January 19 
he replied with counter-proposals going hack on a number of porhts Uke eh 
Previously agreed end in particular refusing any compensation for lose of profile, 
5. Although determined to rej 
and the United States Government, 
for spinning out negotiations. - He 
Ambassador and to go over the sam 
Blackmail, but he made some impressio 
ith threats of Persian oil floodi cent. discount, 
iscussions followed between Her Maj d the United States 
nited States Ambassador presented a 
Dr. Musaddiq was in a more reasonable 
nh 4 he was asking the United States Government 
fake their proposals seriously. On March 7 Her Majesty's 
Government stated publicly that they considered 
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ir proposals tly reasonable and had nothing more to offer. Dr. Musaddiq 
informed the United States Ambassador that tis made further discusion usles 
and on March 20 he formally rejected the proposals. 


6. His treatment of these proposals demonstrated finally that Dr. Musaddiq 
had no intention of reaching an oll settlement on anything except his own extreme 
terms. Even if these had been offered to him, he would no doubt have thought o 
others. ‘Thereafter he showed litte. interest in the oil problem. The Persian 
Government offered the threatened 50 per cent, discount to anyone who woul 
buy oil for dollars and succeeded eventually. in exporting some 100,000 tons to 
Japan and smaller quantities to Italy. "Persia's total oil exports during 1953 may 
have reached 200,000 tons, a figure to be compared with the 30 million tons a year 
exported by the A.1.0.C. i 

”. Throughout the whole of this period Dr. Musaddiq was in a state of open 
eonfict with hs political is. During 1952 he had dissolved the Senale, 
thoroughly intimidated the Shah and extorted full powers from the Majlis, but his 
combination of dictatorial methods and administrative inefficiency ensu = pay 
new centres of opposition continually replaced any which he su 

jised such extreme nationalists as Kashani, Makki and 
previously been his most effective rters and thus created 
respects more formidable opposition in the Majlis. : 

3 ning of the year the immediate issues of internal 
the extension of Br Mesaddigns full powers and the belie! of many Tepes that 
he would use is new electoral Inw to dissolve the Mails. “A resolution to restrain 
him was tabled on January 4, but he ret i deat over 

ing the sponsors of the resolution as foreign agents. 
thas inuated the Malis ino ging him a vote of confidence and proceeded 
ul 


the need for wnity. SPATE hae 
‘ous rift in the National Front was thus temporarily patched up, 
aie tl re asec fe aap 
pees: aie Toller Party." He had had against him an alliance of the 
Srp ot a TD eeeies paiicualisie end ther. supporters with the rank 
tmost formdable of the extreme nationalists and their supporters with the rank 
‘and file of Conservative members of the Majlis. Neither s empted, 
fact marking time presumably seeing 
secure Tudeh support, The Tudeh was in fact marking time presumably sesing 
in Dr. Musaddiq the best possible guarantee of the collapse of Persia into chaos 
from which it might profit, The deterioration. economy natraly 
beginning March 21, 1953, publis 
Sontnued, ant ned despite, Government statements to the conitary, a Yery 


considerable deficit. : 
‘ween rival factions of the National Front was of short 
an he eal ti ey Na Pet 
iament i wit 
ot a ete its objection in Pushing 2 Bill through the Maj, 
increasi vil its and army officers, 
Feng dcop of svat od my fer of whey, a 


ind on February 22 a deb: 2 : 
r 11. General Zahedi, who saw himself as the next Prime Mi 


avi the Majlis on the civil service ended in uproar. 
inister, Was NOW 


i ‘ing oppositis fieved to have the Shah's support and 
ayia) at th lgrte ae for the final elimination of the 


Dr. Musaddig, decided that the : gation of the 
Shah. |The Government. propagsod tran exchange of message through 


campaign, ngainat eG Minister ‘had a stormy interview with the Shak on 
intermediaries, the Prime Mie nation was as effective as ever, and the Shah 
Februsromised to leave the country Sapraty, His departure, which he also 
even promised 10 secret, was fixed on February 28, but the news duly 

prot 
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and produced an immediate reaction. There was still a genuine loyalty to the 
dynasty, and Kashani although by no means loyal, was not prepared to allow 
Dr. Musaddiq so far reaching a victory. He summoned an emergency meeting 
of the Majlis and soon had demonstrators out on the streets shouting slogans in 
Support of the Shah. Under the leadership of retired army officers the mob made 1ts 
way to Dr. Musaddiq’s house from which he fled for safety in his pyjamas. But 
the Security Forces continued to obey his orders and soon regained control of the 
streets. By March 3 it was clear that he had survived yet another narrow escape. 
He had received useful support from the Tudeh which had staged counter. 
demonstrations against the Shah, but once he had re-established himself he was $0 
Ungrateful as to arrest a number of its supporters. 


12, Dr. Musaddiq’s position was nevertheless shaken by these events and, 
at the beginning of March, he was unable to secure his usual vote of confidence 
from the Majlis. He was thus forced to circumvent further parliamentary 
difficulties by instructing his supporters to boycott the Majlis with the result that 
NO quorum could be formed. Having failed to expel the Shah he was, however, all 
the more determined to curb his powers still further and set up a * Committee of 
Eight" composed of Government and Opposition Deputies to consider differences 
between the Court and the Government. The commitice’s report emphasised that 
the Government and not the Shah was responsible for civil and_ military 
administration and its approval by the Majlis would have given Dr, Musaddi 
complete victory over the Court, ‘The report was dehated in a closed session o} 
the Majlis on March 12, but the Opposition adopted Dr. Musaddiq's own tactics 
of boycott and ensured that no quorum could be found for an open session. On 
April 6 Dr. Musaddig brondcast an appeal for the approval of the report, asd the 
Minister of Court retaliated on the following day with a Press Statement defending 
the Shah. The murder of his nominee, the Chief of Police, gave Dr. Musaddiq a 
stick with which to beat his opponents.’ He ordered the arrest of General Zahedi, 
Who took refuge in the Majlis, and succeeded in forcine the resignation of the 
Minister of Court who had done his best to support and stiffen the Shah. 


13. Although Dr. Musaddiq was still unable to force the report of the 
* Committee of Eight” through the Majlis (a further attempt on May 10 was foiled 
by the Opposition), he won a notable victory by insisting that the Shah should 
transfer the Royal estates to the Government. He was determined that the Shah 
should not acquire too much popularity by continuing to distribute land from these 
Estates and he had his personal interests as a large landowner to consider. The 
Shah was now deprived of virtually all influence and received little support from 
his new Minister of Court. He had no contact with the Army or with the civil 
administration and remained on his Caspian estates appearing in Tehran only for 
formal business 


14. At this stage the Tudeh received great encour from.» decision 
of the Civil Courts to acquit twenty-three of its members Wl been condemned 
by a military court four years previously. The Opposition seized upon this as 
proof of an understanding between the Government and the Tudeh, and although 
the Government issued three separate statements denying his interpretation, public 
anxiety was by no means allayed. 


15. Early in June the Government made yet another attempt to force the 
report of the ® Committee of Eight through the Majlis. The Opposition were 
again able to disrupt the proceedings, but on June 19 Dr. Musaddiq staged a large 
Public demonstration in which Tudeh members played a prominent part and once 
again showed that he could rouse the rabble more effectively thin any of his 

ponents. On July I he secured the election of one of his supporters as Speaker 
of the Majlis in place of Kashani, a considerable victory which, it seemed, would 
make it uanecessary for him cither to attach or by-pass Parliament. But he suffered 
an even more serious reverse on July 12 with the publication of a letter from 
President Eisenhower refusing assistance to the Persian Government so long as it 
ejected an oil settlement on reasonable terms. This letter had an immediate eflect 
on Dr- Musaddiq's position, There were interpellations in the Majlis on July 1d 
Which he obviously felt unable to answer and he refused to attend the session. He 
began, instead, to threaten a referendum in which the people would be asked to 
Shoose between himself and the Majlis, With this threat he persuaded the majority 
af the Deputies to resign, and thus ensured the permanent absence of a quorum. 
On July 21 there were large demonstrations to celebrate the anniversary of the 
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fall of Qavam’s four-day Government in 1952 and Tudeh elements participating 
greatly outnumbered Government supporters. 


i is refer the Opposition 
. On July 27 Dr. Musaddig launched his referendum and 1 

Deputies Simultaneously took refuge in the Majlis. Since the Government had 
the fall co-operation of the Tudeh and used every form of trickery and intimidation, 
it was not surprising thatthe results of the referendum, as announced on August 10; 
showed an overwhelming majority for Dr. Musaddig. On August 14 he callad 
tupon the Shah to dissolve the Majlis in accordance with what he claimed to be the 
expressed will of the people. 


fiq at once issued a proclamation under his own authority 

dissolvs nis vo {ass demonstrations against the Shah were organised and 

i ie Soe eee pat half entecly ip the hands" of the Tudeh, 

i to put himsel { ch. 

By re 1 cn hes eg Frders to break up its demonstrations and. its 
co-operation with the Prime Minister naturally slackened. 


blic was alarmed and disgusted by the campaign against 
the Shah an sti I normally prepared to obey Dr. Musadaia’s orders 
Se earliest meena cnet Gotan 
i that Gener r 
{published facsimiles of the Shah's Jotee appointing. im. Prime, Minit. 
‘Thus when, on the morning of August 19, royalist demonstrations started in the 
Bazaar there were many who were prepared to ein in while the Tudeh and the 
ich might successt a 0 
tay samp Be Ns he royals captured he rail Staton which 
‘allowed them to give the impression that they were t ng ide, and by the 
i 19 Dr. Musaddig and his Ministers were in 
Saeco control and the large provi cial centres qi piecing = 
f Tehran, The Minister for Foreign Affairs, Husain Fatimi, escaped arrest, but 
Dr. Musaddig and his other Ministers were secured. The Shal reversed his fight 
which had taken bim as far as Rome, and returned to Tehran on August 27. 
‘was greeted with demonstrations of unusual enthusiasm. 


idi's first task was to restore order, and he began an 
imme at ene agaist both the Tudeh nnd Dr. Musaddig’s remaining supporters. 
The Security Forces responded much better than might have been expected after 
the demoralising experiences of the last few years: Large quantities of arms and 
ROSES Lae wtunly to. tande Undor cover, the arty made determined 
cree to form a united. front. with the many” Persians ho. stl considered 
Dr. Musaddiq the champion of Persian nationalism. They pee aca e 

signs of dissension between the Shah and General Zahidh, principall ce 
oa fg gngams meena ena cob a em 
Sper hig 
The danger of a counter-coup steadily receded. ‘ Leto 

21, Although the Persian economy can bend almost ties bate 

ing, more than two years of Dr. Musaddia's rule had left the country’ 
tae desperate state, But the new Government lost no time in publishing 
the tall story and. asking for help, and an ange on Aue 26 fo) Present 
Elgenhower priced Yr) POND @ on wnen atone te the Bank Meth 


early closed its doors, and thereafter the financial position steadily improved. : 
jovernment ¥ programme of significant 

ora: deed < oral Zal it eked Bi ieee from his personal friends 
oe pens ral Zaha eee that direction, Bat they put United States 
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aid to reasonably good use and began slowly and not without reluctance « limited 
Programme of public works to combat unemployment. The Shah resumed the 


Gistribution of land from his estates and the Government began 2. similar 
distribution of State lands. 


23. The Government faced some formidable political. problems in addition 
{othe suppression of the Tudeh and of the remaining supporters of Dr. Musaddiq, 
Not the least was the existence of a rump of the Majlis (twenty-three members had 
ever Tesigned) including such extreme nationalists as Kashani, Makki and 
Dr. Baqai who had broken with Dr. Musaddiq before his fall, but were very lar 
from sympathy with the new Government. General Zahedi cajoled Kashani into 
FGcsonably good behaviour at the cost of allowing him considerable latitude, but 
Makki_and Dr. Bagai moved rapidly into open opposition, All three, were 
determined to keep the rump Majlis in existence and to pons ‘on the slightest 
deviation from the extreme nationalist policy on oil an foreign affairs. ~ The 
‘Shah's jealousies and vacillations made such problems much more dfficult for his 
Goverriment. He opposed the obvious step of dissolving the Majlis and delayed 
‘until November 8 the trial of Dr. Musaddiq, 


it Fi jeDuring the, latter half of October Mr. Hoover, the State Department's 
Oil Adviser, visited Tehran for explanatory talks on oil, He was able to make 
considerable progress in educating the Persian Government and gave to British 


officials in London a most useful account of Persian opinions and intentions, ‘hens 
followed a lengthy exchange of messages between Her Majesty's Government 


and the Persian Government through the intermediary first. of the Swiss 
Government as Protecting Power and subsequently of the United States 
Ambassador in Tehran. The Persians still hankered after an oil settlement, at least 
8 principle, before the resumption of relations, suggesting inter alia that 4 British 
{arssary should visit Tehran incognito, It became a question of finding a formula 
0 present the attitude of Her Majesty's Government in terms which, without 
Gomoromising our legal case, would allow the Persian Government to claim that 
diplomatic relations could honourably be resumed. 


26,_ Dr. Musaddiq's trial before a Military Court rapidly degenerated into 
farce. The Shah had apparently ordered that he should be piven the fullest Hcence 

is own defence and he was, therefore, allowed to indulge in interminable 
Urelevancies and to spend nearly two weeks in challenging the competence of the 
Court. The Government were. however, able tc prevent the Persian Press from 
giving much publicity to his ravings. 


27. On November 12 the Government had little difficulty in smashing a 
demonstration in support of Dr, Musaddiq organised by his supporters and the 
Tudeh. This success and the failure of an attempted strike marked the continuin; 
provement of public order and encouraged the Government towards a fess thinid 
sPProach to the resumption of diplomatic relations. The United States Ambassador 
‘chran gave most valuable help in dispelling their hesitations. On November 25 
the Foreign Secretary declared in Parliament that Her Majesty's Government were 
Feady to recognise nationalisation “ within the framework of an arrangement which, 
On the basis of justice and equity, satisfied the interests of the parties concerned,” 
On December 5 a joint communiqué was issued announcing the resumption of 
Siplomatic relations. Kashani called for a day of mourning and met with little 
Taponse. The Government had to suppress disturbances in the university, but 
these were to be the last of any consequence. The Tudeh were not even able to 
Trount a demonstration on the occasion, which must have been particularly galling 
to them, of the visit to Tehran of the Vice-President of the United States. 


28. The Persian Government had receded considerably from their first 
Positions and had recognised that the resumption of relations must precede oil 
Negotiations, but it was becoming clear that they were most unlikely ever to agree 


SECRET 





6 SECRET 


the A.1.0.C. should return to Persia in its former position. On December 14 
HALO Began dveaione wi ‘other major oil companies in London to explore 
the possibility of performing a consortium. is se 

29. On December 2 as Dr. Musaddiq’s trial was ending the Shah, determin 
as always to reinsure against all future possibilities, sent a public letter to the Court 
forgiving his former Prime Minister for his crimes. As result Dr. Musaddig was 
sentenced to only three years’ solitary confinement. On the same day Her Majesty's 
Charge d’Afaires arrived in Tehran and reopened Her Majesty's Embassy. 

|. The year thus ended with direct contact resumed between Her Majesty's 
Government aad the Persian Government. There was no doubt that all Parties 
to the oil dispute were now genuinely anxious to negotiate a settlement. | The 
Persian Government had restored public order effectively and United States a 
had reduced Persia's economic and financial problems to manageable proportions. 
Conditions had at last been created in which the oil settlement which was essential 
to the interests of all concerned could be thought a practical possibility, 


Eastern Department, 
Foreign Office. 


————— 


EP 1534/1 No, 2 
cy 
SETTLEMENT OF ANGLO-PERSIAN OIL DISPUTE 
Mr. Wright to Mr. Eden. (Received January 6) 


Secret Tehran, 
Gi Segrephic : Taher 6) 1954: 
T had over an hour this morning with the Prime Minister and Entezam who 
acted as translator, The tone throughout was most cordial. 


: gt vy 
. Zahedi began by expressing his desire to develop relations wit! 
United Kingdom and to reach a speedy oil settlement. "He hoped we should be 
generous and be governed by strategic and not merely material and economic 
considerations. There were, he sa hostile elements in the country, 

the whole there was much goodwill towards us. 


i T 
. T assured him that we were most anxious for « settlement, and fully 
preci strategic importance of maintaining a strong and, prosperous 
Persia, In osisting on our two principles of fair compensation and Persia doing 
no better than others, we were not governed solely material interests; 4 
World Power, dependent on overseas supply for our food, &c., we were vitally 
interested in the protection of our overseas investments, and could not jeopardise 
these, and thereby our strength, by sacrificing principles which were as important 
to us as that of nationalisation was to the Persians. ~ 3 
|. I said that in our view the most practical and satisfactory solution woul 
be ihe return of the Anglo Tranian Oil Company, and asked Zahedi what was his 
view on this. He said that public opinion had been so inflamed against tl 
Company in the that this solution would be impossible. The Government 
Could not face being accused of preparing the way for the return of the A.L0.C, 

5. I then raised the possibility of A.LLO.C. survey party visiting Abadan, 
pointing out that such a survey wis a necessary first step. | He answered that, 
provided the invitation came from the Persian side, he saw no objection to including 
fome A.1.O.C. employees in a survey party which should, however, include other 
foreigners. 

6,_ I then sounded him out on the idea outlined to me by Entezam on 
December 29 (my telegram No. 25) emphasising that I had no authority to suggest 
that Her Majesty's Government would necessarily accept a consortium. After 
some discussion he said he fully realised that foreign help would be necessary 
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Tespecting the production as well as the marketing side, but that it would be 
hecessary to camouflage foreign “ control” in some way, He thought that some 
formula might be devised, adding that camouflage might be provided by. the 
International Bank or, if we did not like that idea, by a group of Swedish or Swiss 
banks acting as an intermediary. He preferred the International Bank which could 
also serve as a source of credit for the Persian Government. In answer to my 
question he said employment of the bank would not conflict with Persian law. 


7. He asked what Her Majesty's Government's views were on bringing in 
the International Bank. I replied that I could not say this would be acceptable 
to us, but we would most likely look sympathetically on any suggestion the Persian 
Government put forward. He said that so far the Persian Government had not 
Approached the Bank, but they understood that the Bank would not object to 
Playing this role. He pressed me to find out more of your views on the subject, 


8. Zahedi asked whether I could give him some idea of the nature of the 
compensation we sought. 1 said T had been given no idea of any fixed sum; we 
Wanted fair compensation to cover the loss of the A.1.0.C. enterprise in Persia, but 
T could assure him that we had no desire to bleed Persia white ot to demand annual 
Payments which she could not afford, Zahedi said it would be very useful if T 
ould give him some further indication of our ideas on compensation and stressed 
‘more than once that in reaching a settlement he wanted to avoid recourse to the 
‘courts or arbitration, 

9. 1 made the point, which 

.C. must play a major role. 

10. As in the case of my interview with Entezam, I found it difficult to pi 
Zahedi down, but he did say he thought the next step should be for the Persion 
Government to invite, possibly through the International Bank, a survey party 
including A.1.0.C. personnel to visit Abadan. This would help to prepare public 


Opinion and thereafter representatives of this same group might start negotiations 
in Tehran, 


N1." It was left that His Majesty's Government would endeavour to get some 
fore precise information on Persian ideas for me, while I in turn should seek 


further information from you on the question of compensation nd the use of the 
Toternational Bank. 


Zahedi accepted, that in any settlement the 
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Mr. Wright to Mr. Eden, (Received January 7) 
(No. 18. Secret) Tehran, 
(Telegraphic) January 7, 1954, 
y telegram No. 15: Persian oil, 
Since my arrival here I have taken every possible opportunity of sounding out 


my foreign colleagues, as well as the small foreign community and. Persians 
Tegarding the possibility of A.1.0.C.’s return as stich. 


3. Unreliable as the Press here is, it has adopted a comparatively sober t 

rards the “rhea during the time we have ben bere” Howeree a5 1 fed 
already reported there is an Underlying assumption in all their comments that 
A.LO.C- will not be returning, as well as much criticism of A.LO.C-s alleged. past 


4. My only information about feeling in Abadan is based on one 


conversation 1 have had with a sei 
just before Christmas, and a secon: 
gree that there is still great bitte 


nsible and friendly Danish lady who was there 
di-hand account of a Swede’s impressions. Both 
mess in Abadan against the British. 
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5. There seems little doubt that there is still much latent support for 
Musaddiq throughout the country. No Persian Government in the foreseeable 
future can afford to ignore the nationalism which he stirred up. Abadan marks a 
turning-point for many Persians, who would I believe rather do without an oil 
agreement than allow a Government to bring back what they, however wrongly, 
conceive to be a foreign exploiter. The nt Government appear to be well 
in control, but they lack popular support. It is my firm conviction that they would 
never agree to the return of A.LO,C., badly though they want an agreement, and 
that they would be courting disaster if they did. Nor do I believe that they would 
‘accept a purely A.LO.C. negotiating team, 

6. As seen from here I consider our next move should be to inform the 
Persian Government as quickly as possible that we are prepared to forgo any 
insistence on 100 per cat. return of A.LO.C., and are ready to participate in a 
production and marketing consortium, provided that A.1.0.C. have a major share 
init, We should also state we appreciate the Persian Government's difficulty with 

uublic opinion, and in order to help them with this would be willing that the 
Fiernational Bank should act as an intermediary between them and the foreign 
consortium, 

7. At the same time T think that we should tell the Persian Government how 
we envisage compensation being settled within this framework, since there is no 
doubt they are genuinely worried that this will prove the stumbling block to any 
agreement. 

8. I should then hope to be able to encourage them to invite an international 
survey party to come out to inspect Abadan and the field as soon as this can 
be arranged, A definite decision on this would be a (group undecypherable} of 
their intentions and the visit itself is a hurdle, which the sooner they face the better. 
Properly handled it should add to their self-confidence and prestige and its findings 
Should help in the educational process. 


9, The United States Ambassador has scrupulously refrained from trying to 
influence me in forming a judgment. 1 know however that he is convinced that 
we cannot hope for the return of A.1.0.C. 


EP 1531/14 3) 
To Mr, Wright (Tehran) 


Foreign Office. 


. 24, Secret) 
(No, January 8, 1954 


(Telegraphic) 
ae No. 18. {Persian Oil 

My telegram No. 20 and your telegram No. 18. rsian Oil.} 

Vow See W. Praser and Mr. Gass of A.LO. this evening and showed them 
your telegram under reference and your telegram No. 15. Report of discussion 
will follow. Meanwhile I should be grateful for your opinion on the following 
point. 

2. It would be of great help to the A.J.O.C. if the Persian Government could 
agree that two oF three representatives of the Company could go in the near future 
to Tehran fortwo or three days in ordr to form tic own judgment as tothe 
possibilities of A.LO.C. returning 100 per cent. and if that did not seem possible 
fs to the prospects for a consortium. 

3. I told Sir W. Fraser that in my view it was highly Se that the Persian 
Government could agree to such a proposal and pointed out the obvious difficulties. 
I agreed nevertheless to ask your opinion which I should be glad to receive by 
Monday, January 11. : 

4. In forming it you should bear in mind that, as Sir W. Fraser himself 
agrees, it would be damaging to Anglo-Persian relations and to the Company itself 
if such an approach met with a rebufl. 

5. You should not discuss this point with any Persian nor with your United 
States colleague. 
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CONVERSATION BETWEEN THE 


SECRETARY OF STATE AN! 


SIR WILLIAM FRASER, THE CHAIRMAN OF THE ANGLO-IRANI 
OIL COMPANY, ON JANUARY 8, 1954 


Mr. Eden to Mr. Wright (Tehran) 


Foreign Office, 
¥ January 8, 1954. 
Sir William Fraser, the Chairman of the 
Anglo-lranian Oil Company, came to sec 
me today, Mr. Neville Gass, a Director of 
the Company, and Sir Pierson Dixon were 
also present. "Sir W. Fraser earlier in the 
Week had asked to see me. Subsequently 
the meeting was put off owing to his 
indisposition. It was at my request that he 
came today, since I was anxious to consult 
him about the conclusions reached by 
myself and my colleagues in regard 10 
future steps in the Persian oil question, 

2. I gave your telegrams, Nos, 15 and 18 
to Sir W. Fraser and Mr. Gass to read. 
After reading them, Sir William said that he 
noted your view that our next move should 
be to inform the Persian Government as 
quickly as possible that we are prepared to 
be insistence on 100 per cent. return of 
A:LO.C. and are ready to participate in a 
iar tUm Provided that A.LO.C. have a 
Seer Part in it. Tt would be a very serious 

?P to abandon the full claim of A.1.0.C. 
Cae. SP was serious not only for the 
Gampany but also for Her Majesty's 
Foverament. You had only been in 

fehran a very short time. Was it not 

Premature to Some 10 the conchusion tht 

as 00 pe of -LO.C. gettin; 

back? Ought we not to take more time 

and make more investigation before 
Coming to so serious a conclusion? 

3. Sir W. Fraser went on to propose that, 
a8 a next step, the Persian Government 
should be asked whether they would agree 
that representatives of the Company 
Should go out to Tehran to form their own 
iudgment on the possibilities of A.LO.C. 
Teturning and the prospects for the forming 
f an international consortium if this did 
Rot scem possible. 

4.1 agreed that it would be a serious 
EP both for the Government and for the 

pany to abandon the claim of A.LO.C. 

80 back 100 per cent. to Persia. From a 
Prestige point of view the latter would of 
fourse be ideal. 1 wondered whether, 
foverer, from a practical point of view it 

$0 desirable. “Did the Company really 


(No. 4. Secret) 
Sir, 
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want to go back into Persia alone? Would 
it not suit them. better to share the 
responsibility with other major oil 
companies having interests in the Middle 
East provided that they could obtain a 50 
per cent, share and adequate compensa- 
ton? The Cabinet, with whom I had had 
4 preliminary discussion yesterday, felt that 
an arrangement on these lines would be 
politically acceptable on the assumption 
that it would be impracticable for A.LO.C, 
to return 100 per cent. 

5. Sir W. Fraser said that he was 
Prepared to admit to me privately, though 
he begged that this should go no further, 
that he would prefer an arrangement such 
as [had described, The question, however, 
was how we could best attain it. If we 
threw away our cards too quickly he was 
afraid that we should not get there, He 
was confident that his American oil col- 
Jeagues would agree that A.LO.C. participa- 
tion in a consortium should be 50 per cent, 
or something near it. He did not feel the 
same confidence with regard to the State 
Departinent or even Mr. Hoover. He 
anticipated great pressure from that quarter, 
Then there was the question of our nego- 
tiating position with the Persians, At 
present, he thought, this was unsatisfactory. 
There was no basis of agreement on the 
essentials for a consortium, The oil com- 
panies would certainly insist on effective 
management of production: your conversa 
tions with Persian Ministers indicated, 
however, that the Persians were far from 
conceding this. Further, and this was the 
point which worried Sir William most, the 
whole negotiation, as things stood at the 
moment, would proceed from the assump- 
tion that the A.1.O.C. were “bad boys.” 
All these considerations led him to consider 
thot mere time should be spent on educa- 
ting the Persians and trying to prepare a 
‘more satisfactory basis for a possible con- 
sortium. It was with this in view that 
he was anxious that, as a next step, repre- 
sentatives of the company should visit 
‘Tebran. 

6.1 said that I saw the value of Sir 
William's proposal. But everything we had 
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heard from you, and earlier from Mr. 
Henderson, indicated that, however un- 
justly, the A.LO.C, was still very unpopular 
in Persia, Dr. Musaddig and his ideas still 
had « powerful following, and the Shah was 
only too prone to pay attention to them. 
‘The Persian Government, who were not 
popular in the country, would in my view 
certainly refuse to accept a mission from 

1.O.C. for fear of its effect on the internal 
situation, Even to put the proposal to 
them might be = mistake, since they might 
well interpret it as a change of policy on 
our part, and if they refused the request 
great damage might be done not only to 
Anglo-Persian relations but to the prospects 
for an oil settlement. Sir W. Fraser agreed 
that it would be a mistake to court a rebuff. 
‘The chief point was that the Persians should 
accept in advance that it was the A.LO.C. 
who would take the initiative with the other 
‘companies in forming the’ consortium. 
was also desirable to know in advance that 
the Persians would agree to A.1..C. taking 
4 prominent part in the negotiations for a 
consortium. 

7. 1 told Sir W. Fraser that T saw this 
point and was inclined to agree that we 
should be well advised to get the basis for the 
negotiations clearer. We might perhaps, in 
addition to the points mentioned by Sir 
William, try t0 get prior Persian agreement 
fo the A.LO.C. share being SO per cent., 
though this was largely a matter of tuctics 
and it might be better to confine ourselves 
to getting Persian agreement to the A.LO.C. 
having @ major share, Another point on 
which of course it would be useful to obtain 
prior Persian agreement would be to a 
survey of Abadan. 


8, I suggested that you might be asked for 
your opinion on the likelihood of the Persian 
Government agreeing to representatives of 
the Company visiting Tehran; and failing 
thal, whether it would be possible to bring 
the Persians to agree to something on the 
following lines: supposing that we were 
willing to work for a consortium, do the 
Persians accept that A.1.O.C. will take the 
initiative in forming such a consortium and 
would they be willing to negotiate with the 
consortium? You could also be asked your 
opinion on the possibility of obtaining prior 
Persian agreement to the further range of 
questions which we had discussed. 

9, Sir W, Fraser agreed with my sugges- 
tion, although he would prefer to ask you 
the first question (about a visit to Tehran by 
representatives of the A.O.C) before put- 
ting the second to you. 1 accepted this and 
said that I would despatch an immediate 
telegram to you on the first question. We 

that as soon as your reply was 
received, the Foreign Office and the other 
Departments concerned would consider it 
in consultation with the A.LO.C. and, if it 
proved negative, would consult on the 
Grafting of the second question. 

19, In conclusion, I said that it seemed to 
me that it would be desirable at an early 
stage for the Company to resume their con- 
versations with the other oil companies, 
Sir W. Fraser agreed, though he seemed 10 
think that it would not be possible at the 
moment to make any advance arrangements. 

11.1 am sending a copy of this 
despatch to Her Majesty's Representative 
it Washington. 


Se en 


EP 1015/5 


No, 4 


THE INTERNAL SITUATION IN PERSIA 


Mr. Wright to Mr. Eden 


(No. 2. Confidential) Tehran, 
Sir, January 7, 1954. 

Thave the honour to submit a preliminary 
report on the internal situation in Persia. 

uch of it is based on views expressed by 
the United States Ambassador and members 
of his staff who have gone out of their way 
to be helpful since we arrived. My own 
views are necessarily still tentative. 
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(Received January 12) 


2. General Zahidi’s security measures 
seem sound and unprovocative. The 
security forces are loyal, their morale is 
good, and the National Front leaders and 
hhangers-on are discredited, at least tem- 
porarily. Interest in Musaddiq’s position is 
subsiding since the policy of full publicity 
was reversed, though legal proceedings may 
drag on from, one appeal to another. He 
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Still enjoys considerable popularity, but it is 
unlikely that he would ever again command 
the power that he did; if he ever succeeds 
in retarning to office he is likely to find him- 
self being used more and more by others, 
eithe. extreme Nationalists or the Tudeh, 
and possibly by both at the same time. 
Ayatuilah Kashani is lying low after his 
Unsuccessful efforts to stir up popular feeling 
against our return; some consider him a 
spent force, but it is difficult to believe that 
he will give up so easily. Fatimi, Musaddig’s 
Foreign Minister, pethaps the most dan- 
gerous member of the old National Front 
group in spite of his unpopularity, is i 
hiding and is to be tried in absentia. Baga’ 
of the Toilers’ Party and Makki are attempt- 
ing to intrigue against the Government and 
against us, but so far have not much to show 
for their efforts. The Tudeh Party, which 
has been little in evidence since we arrived, 
and which the Government continue to com: 
bat with some determination, is not now 
considered an immediate threat by the 
Americans. 


provisionally, pending the arrival of their 
Provincial colleagues, 

4. The start of the elections is continually 
being announced, but it is likely to be some 
time before they are completed. My United. 
States colleague has been approached by @ 
umber of candidates seeking American 
{upport. He has firmly represented that 

ian elections are not his affair, but has 
Can ‘urged on both the Minister of 
Hatt and the Minister for Foreign Affairs 
(he med for good candidates. I have, of 
Course, taken the same line in reply to one 
* two feelers put out towards this embassy 
in done my best to discount rumours that 
Americans are rigging the elections 
Szainst us. The United States Embassy 
ee easonably confident that the 18th 

Il be an improvement on its 

ar (it could hardly be worse) and ae 
Gonalitt there is a fair chance of the 

Pile being able to control it. 

. Poverty and destitution are as apparent 
88 ever, and there are complaints about the 
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high cost of living. Buta good harvest and 
United States aid have tided the Govern- 
ment over. Mr. Nasser, the Governor of 
the National Bank told me recently that the 
financial and economic situation was rela~ 
tively stable and could be expected to remain 
so until the end of the current Persian year 
on March 21. Thanks to American aid 
the budget was balanced, Government 
employees and security forces were being 
paid regularly, and the National Bank was 
gradually building up its cash reserves from 
the dangerously low level of a few months 
ago. Basic food stocks were good, although 
luck of transport was holding up distribu- 
tion, Mr. Nasser thought the lirst severe 
strain would be caused by the usual one 
month’s bonus of salary and wages paid to 
Government employees for the Persian New 
Year, On the other hand, the Head of the 

1 States Point Four Office, who is 
administering the United States ‘aid pro- 
gramme, seems fairly confident that the 
money will last until May, 

6. Barring assassination, therefore, General 
Zabidi’s position in the coming months 
appears secure, provided that he and the 
Shah can work together. They have had 
their differences recently. First over the 
trial of Musaddig, when the Shah's inter- 
vention against his Prime Minister's wishes 
Was instrumental in obtaining a yery light 
sentence, Secondly, over the selection of 
candidates for the Majlis, It appears that 
though they were originally agreed on this 
question, the Shah subsequently objected to 
‘4 number of the Prime Minister's candidates, 
Thirdly, I understand that the Prime 
‘Minister has remonstrated with the Shah for 
sending me emissaries, on whom I have 
réported separately, behind his back, The 
Shah is by nature incapable of placing com- 
plete trust in one man, particularly in his 
Prime Minister, and too much’ should 
probably not be made of reported differences 
between him and General Zahidi. So far 
they appear to have been able to settle their 
differences reasonably satisfactorily and 
there is some hope that they will continue 
to do so. 

7. It is clearly in our interest, as well as in 

that the present régime should 
continue. That is not, of course, to say that 
General Zahidi is perfect—according to the 
United States Embassy he is often unwise 
in his choice of colleagues and advisers— 
nor that it will prove easy to reach a settle- 
ment of our differences with him, since the 
damage done by Musaddig cannot easily be 
undone. Bat any alternative régime, ‘and 
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particularly any reversion to the Persian frank co-operation between the Shah and $. The Persians might well ask:— 
sport of making and breaking Governments, _ his Prime Minister is vital to stability and to (a) What is meant by “ an appropriate share” for AL.O.C.? 
could only be for the worse. People here the solution of the country’s problems. (b) Does the last sentence of the statement imply that compensation would 
@ vivid recollect bef i i i. not be at issue? ie 
oe wren -~ ae ors _ 8. Tam sending copies of this despatch to (©) Why is there no mention of International Bank participation? We (the 
Musaddiq’s fall when showed Her Majesty's Representative at Washing- Persian Government) mentioned to you that this would make an: 
their strength openly. General Zahidi bas ton, Bagdad and the British Middle East solution more acceptable to our publie opinion. ‘ 
Fae bop a at tse eho Office at Fayid and at Beirut. (d) What, if any, degree of foreign management would be entailed by a 
self lacks any popular following as yet. The T have, &. (C) What about the Hexar ‘a survey at Abadan? 
pe Re gle a prs ohart bitsy vo D. A. H. WRIGHT. 6. The line that could be taken in answer to all these questions might be 
it clear at every available opportunity tha that until A.1.0.C. and the other oil Companies concerned have gone thoroughly 
into the whole proposition, it is not possible to say exactly what would or would 
Rot prove feasible from the practical point of view of the international oil industry. 
edly Sones ay For the moment, we must all keep open minds on the many complex problems 
3 . 5 involved, and shall see our 12, more clearly only when we know the results of 
ol DI consultations between the oil Companies. You could however reassure the 
SETTLEMENT OF ANGLO-PERSIAN by Persians that, without prejudice at this early stage, the last sentence of the statement 
ee is in fact intended to cover the compensation problem, since it is permissible to 
hope that & com, rchensve sellement would dispose of the problem in such a 
. ~ Wright (Tehra manner as would avoid both recourse to arbitration and the placing of a heav' 
Mr, Eden to Mr. Wright nm) burden on Persian economy: But we can give no firm assurance yet since, as 1 
L ‘ scertain the reaction to the consortium. proposition of the 
jibe ss Foreign Panchos 13; 1954. Companies that might join the group. You will have to make tec; ccpoponpaey 
vomantphls NOS HiirgI0= Reais OW THe CobAEAPtCt eta offers, that until a seitlement is reached anything which is said must Be without 
your view that it would be undesirable to ask the Persians to accept an A. teed atte hoe og 





mission. They are calling a Board meeting on Thursday Ganuary 14), at which 7._ If the Persians were to ask what Companies might participate, you could 

the Directors Will be asked to agree now to accept the idea of a consortium as the ly that they would be those already holding Middle East oil interests and thus 

fee peg ren ecargeen able to make a positive contribution towards restoring Persian oil to its traditional 
2. I have considered, in consultation with the Company, the recommendation I 

in paragraph 6 of your telegram No, 18 but my colleagues nd I would prefer to As regards the omission of the International Bank, for your information 

proceed, 


markets, 


in a slightly different way. oy pepo Bre still have an open mind, and the oil Companies i) not welcome 
It seems to me that what we need to do as soon as possible is to give the We would Participation, “It may eventually prove necessary, but at this stage 
Persians an indication that we no longer insist on a 100 per cent. return of ALO.C., Of a solution udm BOL 10 be Fa lg dra nape 
that we are ready to soe what progress can be made towards their preference for * ei 
a consortium ef that the the problem of compensation would, we might hope, be oe Please let me have your comments urgently on this possible line. It will 
resolved without need for arbitration. If we were to go info any greater detail, {0 the Peng, {2F me to inform the United States Government of it before you speak 
mentioning for example such major difficulties as control of production, the share "ersians, See my telegram No. 182 to Washington. 
which A.1.0.C. might have in a consortium and the possibility of Internationa! Bank 
participation, we might well invite Persian objections or even intransigence at the 
start. It might also be that we should find ourselves drawn into negotiations with 
the Persians before we are in agreement with the United States Government and EP 1531/16 @ 
the other oil Companies concerned regarding the type of eventual sttement that 
we should all like brought about, in ideas are perhaps not likely to improve ‘Mr, Eden to Sir Roger Making i 
until the facts of the whole situation are clearly apparent. Our tactics should, I ger Makins (Weshington) 
think, be to take the initatve, state simply what we are doing to meet the Persian (No. 182, Secret) 
views a explained to you by Zahedi and Entezam and then come forward with (Telegraphic) 
firm proposals when we have the Americans behind us. My telegram No, 35 to Tehran. 


4. It would, I believe, be preferable therefore for you to be instructed to Starg ssuming Wright agrees generally with this, I shall instruct you to show the 
give the Persians as brief as possible a reply, and that in general terms. Your Teleceecpartment the text of the statement (paragraph 4 of my telegram under 
Statement might be on the following lines: — ference) that he would be making to the Persians, and to offer the explanation 
rien MAbeWts Clovepontad Save -comidered. tim cmposta vob. ur tactics which is set out in that telegram, 
conversations with Persian Ministers. 2. It will be essential in the view of myself and my coll 
Tt appears that the Persian Government wish a solution to be sought on should also tell the State Department that by “ an appropri Shure’ for ALG, 
the basis of the participation of several Companies in a group rather than traneant. 50 per cent. It is indeed only just that they should, and it is a fact that 
that of a single Company. The A.1.0.C., with the approval of Her Majesty's they are in the best position to absorb Persian oil, There is moreover British public 
Government, are therefore resuming their talks with other Companies in order pRinion to be considered, and the standing of A.1.O.C. in the Middle East. The 
to see whether it is feasible to form such a group, in whi 1LO.C. would Persians for their part have so far not disclosed the share which they contemplate 
hhave an appropriate share and which would be in a position to negotiate a that the Company should have. But Wright has at least made clear to Zahedi 
comprehensive settlement with the Persian Government. and Entezam, without their demurring, that ALO.C. would expect to play a 
It is the hope of Her Majesty's Government that the settlement would weet Part ina solution. This then is a matter on which my colleagues and I feel 
embrace all features of the problem and would thus avoid the necessity of any Strongly and, although T think it would be bad tactics to tell the Persians at this 
submission to arbitration.” a 
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January 13, 1954. 
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stage what we have in mind, 1 am most anxious that the United States 
administration should be in no doubt. 


3. It will be desirable that you should at the same time assure the State 
Department that the Company recognise the desirability of speed. If, as we may 
assume, the Board approve a change of policy at their meeting on Thursday 
Ganuury 14), invitations to the other Companies to resume discussions would at 
once be sent out, 


EP 1531/16 re) 
Mr. Wright to Mr. Eden (Received January 13) 


(No. 38, Secret) 
(Telegraphic) 
Your telegram No. 35. 
Tagres, and have litle doubt that the Persian Government will recognise this 
as @ useful step forward. 


2. Liles you see any objection I propose, when making the statment, to 
emphasise that in taking this step both Her Majesty's Government and 
Company are making a lirge concession to Persian opinion. 


Tehran, 
January 13, 1954. 


EP 1531/29 (4) 
Mr, Eden to Mr. Wright (Tehran) 


(No. 44. Secret) 
(Telegraphic) 
Your telegram No. 38 January 13: Persian Oill. 
entirely agree with the proposal in paragraph 2. 


2. At this morning's meeting, the Board of A.1.0.C. decided that * solution 
adequately protecting the Company's claim for compensation should be sought 
along the lines of « consortium in Which the Company would have a 50 per cent 
interest.” 


3._As soon as you hear from me or Mr, Henderson that the United States 
Government concur (see my telegram No, 226 to Washington) you should speak 
to the Persian Government on the lines of my telegram No. 35 Uanuary 13} and 
paragraph 2 of your telegram under reference. 

4. Before actually issuing invitations to the other oil Companies for a 
resumption of their talks, A.J.O.C, are anxious to be assured that you will be 
able to speak to the Persian Government within the next few days, "Please give 
me the earliest possible indication of the time at which you will be acting 


Foreign Office, 
January 14, 1954, 


EP 1531/29 co) 
Mr. Eden to Sir Roger Makins (Washington) 


(No. 226.. Secret) 
(Telegraphic) 

My telegram No. 182 (of January 131 

As you will see from my telegram No. 44 to Tehran, the Board of A.LO.C. 
have taken their decision and T have instructed Wright to speak to the Pemion 
Government on the lines of my telegram No, 35 to-Tebran and paragraph > of 
Tehran telegram No, 38 as soon as he receives American concurrence 

2. Please now speak with the State Department in the sense of my telegram 
under reference. 1 much hope that the Americans will not find it neecssaty to 
ft points on ths terms of the staerent that is to be made fo the Persans. 

jo not want anything to delay action in Tehran and count on the earliest mesibl 

concurrence from the Americans. _— 


Foreign Office, 
January 14, 1954, 
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CONVERSATION BETWEEN THE SECRETARY OF STATE AND THE 
PERSIAN CHARGE D’AFFAIRES ON. JANUARY 19, 1954 


Mr, Eden to Mr. Wright (Tehran) 


(No.9. Restricied). Foreign Office, 
Sir, January 19, 1954. 

The Persian Chargé d’Affaires called to 
see me this afternoon when he brought me 
messages from Mr. Entezam, the Persian 
Foreign Minister, and from Mr. Ala, 
Minister of Court, whom T have known for 
many years. Both these were couched in 
Very friendly terms, Mr. Afshar said that he 
had been instructed to ask for the Agrsment 
on Mr. Soheily and I told him his request 
would be submitted to Her Majesty as soon 
as possible and that we hoped to be able to 
let hin have a reply in about a week. 

2. Mr. Afshar went on to express his 
Government's satisfaction that relations had 
been resumed and their confidence that we 
could now enter upon a period of close 
friendship between our two countries, 1 told 
him that this was exactly what I had in mind 
As he knew, I had personally very friendly 
feelings towards his country and that it had 


distressed me that, owing to events which we 
need not go into, our relations had suffered 
so badly. We were at work upon the oil 
problem and I hoped before long to be able 
to address a further communication to his 
Government on this subject. 

3. Mr. Afshar thanked me and expressed 
his confidence that, difficult as ‘the oil 
problom was, it could be resolved. The 
Whole feeling between our two countries was 
now entirely different and once there was a 
real basis of understanding difficulties could 
be overcome. 

4. Mr, Afshar was very friendly and made 
8 good impression, 

5. Lam sending copies of this despatch to 
Her Majesty's Representative at Washington 
and the Head of the British Middle East 
Office at Fayid, 

Tam, &¢, 


ANTHONY EDEN, 





EP 1531/24 No, 
DECISION TAKEN BY THE BOARD 


7. 
OF DIRECTORS OF THE ANGLO. 


IRANIAN OIL COMPANY ON JANUARY 14, 1954, CONCERNING 
THEIR CLAIM FOR COMPENSATION IN RESPECT OF THEIR 


INTERESTS IN PERSIA 
Mr. Eden to Mr, 


(No. 10. Confidential) _ Foreign Office, 
Sir, January 20, 1954. 


In my telegram No. 44 of the 14th of 
January 1 informed you of a decision taken 
(i that day by the Board of Directors of 
the Anglo-franian Oil Company. 

2. T now enclose copies of a letter from 
the A.1.0.C. communicating that decision to 
the Foreign Office and of the reply sent by 
Sir Dixon. 

3. Lam sending a copy of this despatch to 
Her Majesty's Ambassador at Washington. 


Tam, &, 
ANTHONY EDEN. 


SECRET 


Wright (Tehran) 


Enclosure No. 1 


Britannic House, E.C.2, 
14th January, 1954. 
Dear Sir Pierson Dixon, 

The Board of the Anglo-Iranian Oil 
Company met to-day and, after considering 
the full report on the present position, the 
Board decided that in all the circumstances 
a solution adequately protecting the Com- 
pany’s claim for compensation should be 
sought along the lines of a Consortium in 
which the Company would have a $0 per 
cent. interest. 

1 am sending this note down to you by 
hand this afternoon, as I am sure you will 


o2 
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wish to know the result of our Board 
Meeting forthwith, 
Yours sincerely, 
NEVILLE GASS. 


Enclosure No. 2 
Foreign Office, S.W.1. 
ear Gass, January 15, 1954. 
nk you for your letter of January 14 


that a solution adequately protecting the 
Company's claim for compensation should 
be sought along the lines of a consortium 
in which the Company would have a 
50 per cent. interest. 

The Board’s decision was at once brought 
to the attention of the Secretary of State, 
who authorised the despatch fo Tehran and 
Washington of telegrams containing the 
instructions of which you are aware. 


SECRET 


, 3:, Lmude the point that, until a settlement is reached, anything I said was 
without prejudice to Anglo-Iranian Oil Company claim. 


4. Entezam said that in so far as any publicity was necessary it was important 
that we and the Persian Government should march in step. 1 told him there would 
be no publicity for my statement but that it would be impossible to keep the 
Company's meeting secret and undertook to ask that you should give me advance 
Warning of anything to be announced either in London or Washington. As 
mentioned in my telegram No. 40, this is a matter of considerable importance for 
the Persian Goverament and we should do all we can to help them on this, 


5. We agreed that in answer to Press enquiries here, no more should be said 


in which you were so good as to inform me 
that your Board, after considering a full 
report on the present position, had decided 


Yours sincerely, 
(Signed) 
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SETTLEMENT OF ANGLO-PERSIAN OL DISPUTE 
a 


Sir Roger Makins to Mr. Eden (Received January 22) 


Washington, 


(aepeptig January 21, 1954, 


(Telegraphic) 
My telegram No, 136: Persian Oil. a 2 
‘The anteirust obstacle was removed today by a decision of the National 
Security Council, Hoover has telephoned to say that the official letters authorising 
the companies to go ahead. will not be in their hands for four or five days, but that 
they will now be ready to accept invitations from A.L.0.C. Hoover is leaving for 
London on Saturday. bei ss 
2. a are hoping to this news out of 
a nadine Gpoortunk "of explaining theif decision to Congressional leaders. 


hey have had an opport , 
‘Thay are uring to Convene & meeting for this purpose tomorrow morning. 


3. T hope to send fuller details tomorrow. 


EP 1531/36 Q) 
Mr. Eden to Mr. Wright (Tehran) 
Foreign Office. 
4 got 22, 1954. 


Repeated for information to: Washington, UKDEL, Berlis 
Washington telegram No. 156 Uanuary 21: Persian Gill 
You should now make to the Persian Government the statement set out in 


(No. 67, Confidential) 


Telegraph 


h 4 of my telegram No. 35 Uanuary 13], subject to the amendment 
Puggested in paragraph Lof Washington telegram No. 112 Uanuary 15) 





EP 1534/4 No. 9 
STATEMENT TO MINISTER FOR FOREIGN AFFAIRS OF OUR 
PROPOSALS REGARDING THE OIL PROBLEM 


Mr. Wright to Mr. Eden (Received January 23) 


Tehran. 
fieepaptig January 23, 1954. 
Repeated for git to Washington. 
Your telegram No. 67. Oil. " R 
T inade a statement to the Minister for Foreign Affairs this morning and left 
acopy with him. Although not surprised he was clearly pleased and recognised it 
as a big step forward. 
2. He asked no questions on it but said he would probably want to see me 
again after he had discussed it with the Prime Minister and the Shah. 


PIERSON DIXON, 


than that Thad had an important 
Foreign Office pass imm 


iscussion on oil. 
je to Washington as my telegram No. 11. 
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No. 10 


COMMERCIAL AND ECONOMIC CONDITIONS IN PERS! 
Mr. Wright to Mr. Eden (Received January 26) 


No. 6E. Confidential) Tehran, 
Sir, January 23,1954, 

In my despatch No. 4E. of the 16th of 
January 1 attempted to describe financial 
affairs in Persia since General Zahidi came 
0 power. I now have the honour to report 
©f commercial and economic conditions in 
this country during recent months as far as 
1 tah been able to ascertain them. 

« L enclose two statistical tablest’) drawn 
from official Persian sources, one of Persia's 
Mang tide for the year 1331 (ending 

rch 20, 1953) and the other for the six 
Ponths March 21-September 22, 1933. 
The latter figures are somewhat misleading 
as they do not include the period when 

Fela CXport activity is at its height. A 
foticeable feature of them both is the large 
icrease in Japan's share of the import and 
Gort trade here in the past year. The 

rman and the United States percentages 

ratrade show relatively little change. The 

‘ited Kingdom share of the import trade, 
although hardly above one-third of what it 
Was some three years ago, is still not as low 
{hone might have expected. Our share of 
{Ne export trade on the other hand is small. 

Position of the Soviet Union does not 
"PPear to have changed significantly. 

3. During Dr. Musaddiq’s term of office 
the steady devaluation of the rial stimulated 
the export trade and incidentally provided 

ul revenue for the producers of export 
Commodities. This trend has now been 
deliberately reversed by the Government 
through two successive revaluations of the 
Fial, designed to encourage merchants to 
Purchase American-aid dollars and thus 


bring in much-needed cash to the Bank 
Melli and the Exchequer. 


4. This policy has not, however, been 
particularly successful so far, At this time 
of the year it is normal for importers to be 
cautious in their ordering pending the issue 
of the new quota regulations at the Persian 
New Year. This trend has been accen- 
tuated by the feeling that revaluation has 
not yet finished, a feeling for which the 
Government must bear much of the respon- 
sibility, At each stage of the revaluation 
so far they have spoken of the new rate 
being valid for a few months only instead 
of fixing it for a longer period, To 
encourage the sale of exchange I under- 
stand that the Bank Melli is now guarantec- 
ing letters of credit opened with United 
States aid dollars against any eventual fall 
in the rate. Importers opening such a 
letter of credit deposit 50 per cent. of the 
total rial value of the exchange on the 
understanding that the balance to be paid 
when the letter of credit is taken up by the 
foreign exporter will be only the amount 
aceded to bring the total rial outlay to 100 
per cent. of the value of the exchange at the 
rate ruling when the letter of credit is taken 
up. This technique is apparently beginning 
to have some effect. 

5S. The political effects of the revaluation 
of the rial are important. Many merchants, 
seeing their lucrative export business 
diminish, are looking back to the /aisser- 
faire days of Dr. Musaddiq with reeret, 
‘And the decline of export activity has 
caused a reduction in the flow of money to 


©) Not printed. 
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primary producers throughout the country, 
‘development which is also no doubt being 
interpreted to Dr. Musaddiq’s advantage. 

6, As far as I can see, there is no shortage 
of basic commodities in the country. The 
big importers hold relatively large stocks of 
most goods but these are being taken up on 
little more than. a day-to-day basis by the 
sinaller wholesalers and the retailers. The 
last harvest was good and there is sufficient 
food in the country for normal consump- 
tion. In. spite of the stock position the 
prices of many commodities. are rising, 
partly because cash is bemg brought out 
again with the increasing confidence in the 
country's financial stability and also because 
imporis contracted for at previous high 
rites of exchange are coming on to the 
market, There are signs of discontent at 
the high cost of living. 

7. There is also the danger, particularly 
during the winter, that serious local short- 
‘ages might develop because of the poor 
distribution system. T have been told by a 
Usually reliable source that because of the 
appalling condition of the track the average 
speed on the Tehran-Khorramshahr rail- 
way is now some 25-30 kilom. per hour 
compared with the speed in better times of 
$5 kilom, per hour. Oil-tank trains are 


being given priority over all other traffic but 
‘even so the lift of oil products by rail is at 
present said (o be only about two-thirds of 
the estimated requirements of 75,000 tons 
monthly, Reliable information on distri- 
buted stocks of oil products is difficult to 


obtain but a recent report, which T believe 
to be accurate, spoke of Meshed having 
only five days’ supply at hand. The road- 
tanker fleet of the National Iranian Oil 
‘Company (N.LO.C) is in poor condition 
due to tenance and the shortage 
of spare parts, and the N.LO.C. has asked 
the United States authorities for a larger 
allocation of tin-plate so that it can make 


EP 1531/41 No. 


more use of conventional transport for 
distributing supplies. 

8, Private road transport also is in no 
position to meet the demands made upon it 
and the Persian Government are beginning 
to use army lorries to move food. supplies. 
‘An indication of the serious economic 
effects of the poor distribution facilities is 
the presence in the southern ports of large 
‘quantities of sugar which could be retailed 
profitably at 20 rials per kilog. when prices 
of up to 35 rials per kilog. are still being 
paid in many parts of the country. The 
administrators of United States aid have 
financed the purchase of some 800 medium 
and heavy lorries but it will be many 
months before these arrive. And rehabilita- 
tion of the railway, even when rails and ties 
are available, will be a long business. To 
do it thoroughly would, I am told, take two 
to three years. 

9, The general economic picture, there- 
fore, although not desperate, is certainly not 
a cheering one for a Government which 
lacks any wide measure of support. If they 
can get through the winter without serious 
Aisruption of supplies or runaway rise in 
prices they should be able to hold the posi- 
tion for some time. But they will not be 
able to take positive measures to alleviate 
poverty and put new life into the economy 
generally before they begin to receive 
money for oil, whether in the shape of 
advances or from actual sales, in appreci- 
able amounts. 

10. I am sending copies of this despatch 
to Her Majesty's Representatives at Wash- 
ington, Moscow and the British Middle 
East Office, Fayid and Beirut, the Lords 
Commissioners at Her Majesty's Treasury, 
the Board of Trade and Export Credits 
Guarantee Department. 

Thave, &. 


D. A. H. WRIGHT, 


SETTLEMENT OF ANGLO-PERSIAN OIL DISPUTE 
() 


Mr, Eden to Mr. 


(No. 75. Secret) 
(Telegraphic) 
Guard, 


Wright (Tehran) 


Foreign Office, 
January 26, 1954. 


It seems clear that we must expect further American pressure, from the State 
Department if not from the United States oil Companies concerned, to reduce the 
A.LO.C. share in the consortium. The argument may well take the form that the 
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Persians would never agree to a 50 per cent. share for A.1.O.C., plus participation 
by Shell, in a consortium with any eifective measure of control over the operations 
within Persia, since in Persian eyes this would amount to restoring British control 
‘over Persia's oil industry. 


2. Neither Entezam (paragraph 4 of your telegram No. 25 (dated 


December 29, 1953) nor Zahedi (paragraph 9 of your telegram No. 15 dated 
January 6)) demurred at your statement that A.1.O.C. must play @ major réle in 
a settiément, It may be however that the sort of settiement which they then had 
in mind was one in which foreign concerns should deal only with marketing. 


3. It would be useful if you could let us have forthwith your assessment 
Of the Persian attitude towards the size of A.LO.C. participation in the kind of 
consortium we contemplate, and if thereafter you would let us have any further 
indications of it as they become available, without of course making any approach 
to the Persians on the point, 


EP 1534/7 Q 


Mr, Wright to Mr. Eden (Received January 28) 


(No. 79. Secret) 
(Telegraphic) 
My telegram No. 77: Oil, 
Ali Suhaili called this morning. 


2. | He has been attending the recent meetings of the Oil Commission and told 


me that they were still undecided whether to make counter proposals in answer to 
my statement, He asked my views on the rble independents and the Anglo-Iranian 
Oi! Company should play in a consortium and on compensation 


3. [told him that we were not expecting any counter proposals from the 
Persian Government and that I thought. it would be wine fer whee Poses 
Government not to take up any fixed position or make any proposals but to await 
the outcome of the inter-company discussions in London; if a consortium proved 
Possible negotiations could take place and then was the time for the Persian 
Government to put forward any proposals they might wish to make 


4. I stressed and explained our strong obje 
‘ rong objection to the inclusion of 
independents in the consortium. In answer to his other question, I spoke along 
the lines of paragraph 6 of your telegram No. 35. 


5. 1 was unable to draw him much on the Persian views 3 
3 concerning th 
of the Anglo-lranian Oil Company in a consortivin but He uid indicate thet thee 
Sores Ke fect hoes the Cee play a major part. T explained that the 
ie easier it would be for Her Majesty's Governm: ci 
from the Point of view of a financial settlement, ee tigar ete 


Tehran, 
January 28, 1984. 


jought favoured 
before committi 


on January 23 as an 
opened the door” to the Persian 
iad expressed their satisfaction to him 
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Mr. Wright to Mr. Eden. 
(No. 80. Secret) 
(Telegraphic) 


Guard. 
Your telegram No. 75: Oil. 


(Received January 28) 


Tehran,- 
January 28, 1954, 


The guiding principles for the Persian Government will almost certainly be 
that no single country or company should have a controlling interest in the 


consortium. 


2. Ihave had no occasion to: discuss Shell with the Persians, but. my 
impression is that they regard it as a British concern. Unless we can effectively 


convince them that Shell is in fact Dutch, 


I think it most unlikely that they will 


agree to 0 per cent. Anglo-Iranian Oil Company plus Shell. 


3. Some weeks ago Entizam told Miss Jablonski of the New York Journal 
of Commerce that he favoured a consortium in which the French held the balance 
between British and American companies, and said that he regarded Shell as British 


4. I think we shall have to fight hard to get SO per cent. for A.LO.C., but 
nothing that has been suid to me so far makes me think that this would be 
impossible if we have the Americans behind us. You realise, however, that I have 
not been in a position to take any real soundings on this important point. As I 


see it now we should do our utmost to 


hold the line on it, but 1 would not 


recommend that it can safely be made a breaking point. 


5. In my discussions Entizam and Zahedi had a marketing consortium in 
mind, but given that they come to aeeept a joint production and market consortivm, 
it 


I believe they would stil 


recognise that A.1LO.C. should play a major role 
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POLITICAL DEVELOPMENTS IN PERSIA DURING THE LAST SIX 
MONTHS AND THE OUTLOOK FOR THE NEAR FUTURE 


Mr. Wright to Mr. Eden, 


(No, 9, Confidential) Tehran. 
Sir, February 12, 1954. 

Tn my despatch No. 2 of the 7th of 
January 1 had the honour to submit a 
preliminary report on the internal situation 
in Persia, which was largely based on 
impressions gained from the United States 
Embassy here. It is now nearly eight 
weeks since this embusty was reopened on 
the resumption of diplomatic relations 
between the United Kingdom and Persia, 
and Her Majesty's Ambassador will be 
arriving shortly to tke up his appointment. 
It may be useful, therefore, if I attempt my 
own assessment of the political develop- 
ments in Persia during the past six months 
and of the outlook for the near future. 

2. Dr. Musaddig in his last few months 
of office was leading the country with 
increasing momentum towards disaster. 

ces were in a chaotic state, and 
of events was passing more 
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and more into the hands of the Tudeh 
Party. Dr. Musaddiq’s fall was neverthe- 
less almost fortuitous. The Shah had 
already left the country, after the failure of 
his attempt to replace Dr. Musaddiq with 
General Zahidi, when a last-minute demon- 
stration in the Shah's favour suddenly and 
to all appearances spontaneously swept all 
before it 

3. When he fell Dr. Musaddiq was largely 
discredited if only because of his growing 
powerlessness visdvis the Tudeh Party. 
He might have remained so if he had not 
been brought {o trial in the full glare of 
publicity, Although his performance in 
court was not very effective the trial seems 
to have revived amongst the Persian people 
a great deal of the popularity which he had 
previously enjoyed. For two years he had 
been for them a symbol of national aspira- 
tions. By propaganda, and particularly by 
the speeches he himself made over the radio, 
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he had brought himself into contact with 
the masses in a way which had never been 
experienced before in this country. And 
his disregard, if not contempt, for those 
members of the governing classes who 
Would not co-operate with him had. not 
Passed unnoticed by the long-suffering 
Majority of the population, 

4, General Zahidi, when he took over, 
Quickly restored order and, thanks to 
Prompt financial aid from the United States, 
Soon stabilised the finances and, to. some 
extent, revived economic activity. Security 
Is good. There is martial law with a mid- 
hight curfew, but this has been a regular 

ture here for the last few years and 
ftoops are less in evidence than they were 
0 a number of occasions during Dr. 
Musaddiq’s time. The security forces are 
Actively seeking out the Tudeh, and arrests 
are regularly reported, but it is unlikely that 
these measures have so far seriously 

ised the Communist. movement. 

A disturbing feature of the Government's 
*curity measures is the over-readiness to 
Atrest persons suspected of anti-Govern- 
Ment activity on the basis of slender 
€vidence. The incident in the university 
Bot long before our arrival, when three 
Students were killed, also seems to have 
n largely due to an excess of military 


5. ‘The Government have induced respect 
by their firmness, but they lack any appre- 
Siable measure of active support. Leaving 
Aside the Tudeh, the majority of the people 
Probably still favour Dr, Musaddiq in spite 
°f his policies or lack of them. The pro- 


fessional Tehran politicians show little 
Inclination to. modify their traditi 
Haviour of negative criticism of and intrigu- 
ig against the Government in power. The 
ROL unfounded reports of corruption in 
evernment circles and the Prime Minis- 
eF's choice of his Cabinet colleagues who 
ars, with a few important exceptions, mi 
HY men or persons with few qualifications 
for their particular pasts, have not helped 
cause amongst the more realistic and 
Sensible Persians who would like to see 
it country set on a constructive course. 
me encouraging sign, however, is that a 
Proportion of the persons of this kind 
Teeard General Zahidi's Government, with 
Atl its failings, as the only feasible one. 
Ven the inveterate intriguers have so far 
hesitated to suggest alternatives. 
§. The Government's record so far has 
been fairly promising considering the legacy 
inherited. After some hesitation they 
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definitely showed courage in resuming 
diplomatic relations with Her Majesty's 
Government, and they are now tackling the 
oil problem constructively and an 
appreciable degree of realism, Their recent 
decision agreeing to the oil companies’ pro- 
posal to send a technical survey mission to 
Abadan was made extremely quickly and 
‘was. a sign of their growing self-confidence 
and determination to act, Until now their 
efforts have been mainly concentrated on 
rescuing the country from disorder and 
patching up the worst of the damage done 
by their predecessors. They can hardly be 
expected to do anything more constructive 
without considerable revenues from oil, a 
point which is beginning to be more widely 
appreciated here. But the Government 
‘cannot hope to reach a reasonable oil settle 
ment and to begin to put the country on 
its feet by their own efforts alone. 

7. Much depends on the Shah. After 
leaving Tehran last August with what must 
have been little hope of returning he 
suddenly found himself swept back on a 
wave of popular enthusiasm. Almost all 
experienced observers here, both Persian 
and foreign, are agreed that this enthusiasm 
was generated more by the Persians’ deep- 
rooted feelings for the institution of the 
monarchy than by any strong sentiments in 
favour of the person of the present Shah. 
Unfortunately His Majesty has, I under- 
stand, interpreted it largely as a demonstra- 
tion of personal affection. This and the 
doubtful quality of much of the advice he 
receives from his court have not made it 
easy for him to make an accurate appraisal 
of the present state of the country. More- 
over, he has always shown distrust of his 
Prime Minister of the moment and the fact 
that the present one is a military man 
probably tends to make him even more 
distrustful. 

8, Nevertheless, the Shah and his Prime 
Minister seem so far to have managed to 
resolve the various differences that have 
arisen between them. But there are 
of continuing friction which, if allowed to 
develop, could once again plunge the 
country’ into chaos. One of our major 
tasks here should therefore be to promote 
harmony between the Shah and the general. 

9. If they work together the task of 
handling the Majlis should be noticeably 
easier. If they do not, the Majlis, 
standing that the great majority of the 
members will have been sponsored by 
either the Government or the court or 
both, will probably lose little time in 
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indulging in disruptive and irresponsible 
manceuvres. Over one-half of the 136 
members have already been elected. There 
are many old faces, but a fair propor- 
tion of the new Deputies will be taking 
their seats for the first time. It seems to 
be accepted that, a quorum having been 
established, the Majlis could assemble now 
‘on a preliminary basis, but it is generally 
believed that the Government will not 
inaugurate it before the elections have been 
held in Tehran. On present form these are 
‘expected to begin in a fortnight or so, after 
the results of the Senate elections in the 
capital have been announced. (Votes for 
these are being counted, and Dr. Musaddiq 
and other candidates supporting him are 
said to be well behind.) If this programme 
4s adhered to, the Majlis could conceivably 
meet before the Persian New Year on the 
2Ist of March, If they are wise, the 
Government will, however, postpone the 
inauguration until after the New Year 
holidays to allow themselves at least to 
begin oil negotiations in an atmosphere 
undisturbed by parliamentary proceedings. 
10. The United States Embassy's present 
opinion is that an oil agreement would 


probably stand the best chance of accept- 
ance if it were presented to the Majlis early 
in its life before too many members have 
had time to strike attitudes. I myself have, 
of course, no first-hand experience from 
Which to judge, but from what I have read 
and heard of previous sessions of the Majlis 
Tam much inclined to agree with this view, 
even though this could be interpreted as a 
manceuvre to force an agreement through. 


11. T have no doubt that any hope of 
reaching @ reasonable settlement and get- 
ting it ratified will depend to a large extent 
n the Government's continuing to keep & 
firm hand on affairs and on the Shah's 
giving his Government the fullest possible 
support, It is in his own and the country’s 
interest that he should do so, but this in 
itself is, unfortunately, no guarantee that 
he will, 


12. Lam sending copies of this despatch 
to Her Majesty's Representatives at Wash- 
ington, and at the British Middle East 
Office, Fayid and Beirut. 

Thave, &. 


D. A. H. WRIGHT, 


—SSSSFeFhFeheFe 
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FEELINGS IN PERSIA TOWARDS THE BRITISH 


Mr, Wright to Mr. Eden. 


(No. 10, Confidential) Tehran, 
Sin, February 13, 1954. 

In my despatch No. 9 of the 12th of 
February 1 endeavoured to assess political 
developments in Persia in recent months. I 
now have the honour to submit my impres- 
sions of the feelings in Persia towards the 
British. Iam very conscious that it is 
hazardous to do this at the best of times 
‘and my yery short experience here makes 
it even more so, but it should, I think, be 
‘attempted at this time, The complicated 
ways of the Persian mind do not make the 
task any casier. : 

2. While we cannot hope to re-establish 
frisndly relations on a firm basis until the 
‘oil question is settled, progress towards a 
settlement will depend partly on our ability 
to restore belief in our goodwill. The first 
ask, obviously, is to gain the confidence of 
the Persian Government, In this we have, 
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1 think, had some success. 1 am told that 
the Prime Minister and the Minister for 
Foreign Affairs have, following our accept 
ance of the consortium idea, been agreeably 
impressed by Her Majesty's Government's 
approach to the oil question; and that they: 
are pleased with the embassy's discreet 
behaviour, such as our refusal Co entertain 
intriguers! and with Her Majesty's Govern- 
ment’s willingness not to insist on the intro 
duction of senior staff with previous Persian 
experience, a point on which I find them: 
still somewhat sensitive. 

3. Against this must be set a certaif 
coolness on the part of the Shah, Nettle 
by my refusal to negotiate with his en 
saries behind his Government’s back. 
refused to see me until two nights ago wheft 
he gave a reception to celebrate the a 
versary of his wedding, from which it 
have been difficult to exctode me. 


event he showed himself agreeable and 
friendly. I hope to have made some pro- 
gress towards convincing him of our good- 
Will in the course of a conversation on which 
Tam reporting separately. 

4. Although articulate public opinion in 
the Western sense does not exist here, public 
Emotions, stimulated by Dr. Musaddig, 
have found expression in recent years more 
feadily and more continuously than before. 

Nationalist hysteria of the last two 
Years will not casily be forgotten, nor will 
its predominantly anti-British focus. Out- 
Wand appearances are misleading. The 
Pes is becoming increasingly cordial, but 
itis rarely a reliable guide and certainly 
Bot under the present Government's censor- 
Ship, indirect though it is, In the first few 
Weeks the natural caution of all but a few 

ans made them reluctant to meet us, 
it many, including members of the 
iovernment, are now adopting a more 
forthcoming attitude. Some of these are 
fenuinely friendly, the others only pro- 
Tessedly so. Even those who are reputedly 
Anglophobe have been studiously polite. 
Thave received only one threatening fetter 
(unsigned), and we have encountered no 
tile demonstrations. Anti-British out- 
bursts have come only from professional 
ers, such as Ayatullah Kashani and 
Navab Safavi of the Fidayan-i-lslam. 
., 5. The superficial impression, therefore, 
4s that anti-British feeling in Persia is not 
P-rooted or widespread and might be 
Tegarded merely as a relic of Dr. Musaddiq’s 
Propaganda. On the other hand, some 
friendly and informed observers maintain 

At _most Persians distrust us and many 
Actively dislike us. This view is expressed 
f0 often and too convincingly to be 
ignored. Its components consider that, 
Part from the fanatics, our most deter- 
mined enemies are to be found among the 
Younger educated Persians of what else- 

would be the middle classes, These 
May ‘not have amounted to much in the 
Rist, except as trouble-makers, but their 
uence is bound to be felt increasingly. 
Amongst the mass of the people, which is 
Not capable of any but the ruder processes 
°F political thought, Dr. Musaddiq’s action 
(2Ainst the Anglo-Iranian Oil Company 
LO.C) and the embassy was regarded 
85 & national victory. This is a fact which 
We should not forget. Our return and the 
Teumption of talks on oil are bound to 
vive their suspicions which, given the 
PPPortunity, could once again be fanned 
imo active dislike. 
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6. Criticism of the British is based on 
the often distant past. There exists a 
genuine belief that the British in recent 
decades have failed to comprehend the true 
interests of Persia and have at times be-, 
haved as if Persian feetings could, in the 
last analysis, be disregarded. The 1907 
Anglo-Russian Agreement and Lord Cur- 
zon's 1919 Treaty will, for many years to 
come, remain at the back of the Persian 
mind, the one as proof of our duplicity, 
and the other of our disregard of Persia's 
susceptibilities, Specific charges levelled 
al us are— 

(a) interference by the company and by 
British authorities in Persia's internal 
affairs; 

(b) the * three voices" of British policy 
in Persia, those of the company, the 
previous Government of India and 
the Government of the United 
Kingdom in that order of import- 
ani 

{c) the * colonial” treatment of Persians 
by the British in general and the 
ALO. in particular. 
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As regards criticism (a) many Persians are 
firmly convinced that the embassy and the 
company had and used the power to make 
and break past Persian Governments and 
to. influence Government appointments 
even at the lowest level. Criticism (b) is 
less easy to apply to the present day, though 
fears are expressed that the A.1.O.C. will, 
4s they put it, continue to dictate to Her 
Majesty's. Government. It explains the 
Persian Government's reluctance to re- 
admit “ old Persian hands” since they fear 
that such people cannot help but be con- 
taminated by the past. It is also sometimes 
argued that the United Kingdom, which 
has so many social and political achieve- 
ments to its credit in its own country and 
elsewhere, has rarely if ever in recent years 
shown its true self in British policy towards 
Persia; (c) is the criticism. most often 
voiced and the most difficult to refute, 
Episodes such as the refusal of the then 
British Club in Tehran to admit Persia 

even as visitors, until the late Shab force 

them to do so by legislation have left their 
mark. A further example, which I have 
heard quoted by Persians who knew 
Abadan in the A.LO.C. days, was the 
existence of social barriers between the 
British and the Persian employees. The 
facilities provided for the Persians were 
‘often excellent but it is the discrimination, 
in contrast to the equality with which many 
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of them were treated as students in England, 
which is remembered. 

7. The situation is complicated by a 
continuing and widespread belief in our 
mystical and all-pervading powers. For 

ple, I have received a letter from an 
editor asking me to ensure his election to 
the Majlis for Khorramshahr “or any 
other district which 1 may deem conve~ 
nient.” Tam told that, whatever 1 might 
reply, the gentleman in question would 
probably lay his electoral success or failure 
at our door, This attitude helps to explain 
certain curious Persian theories such as that 
there is a British Tudeh Party distinct from 
the Soviet-inspired party (a belief recently 
expressed to an American journalist by the 
Minister of Court, Mr. Husain Ala), and 
that Dr. Mussadiq is a British agent, 

8. Xenophobia, corruption, intrigue, 
agitation and a strong inferiority complex 
fire at the root of the Persians” suspicion of 
all foreigners. Indeed, they find it very 
dificult to trust each other. Given their 
character, it is only natural that they should 
distrust particularly those countries which 
have long been closely connected with their 
own, As T have said above, we have no 
direct evidence that anti-British feeling in 
this country is still serious, But the second- 
hand evidence seems to me convincing, and 
T have no doubt that it will take much 


patient work to impress the Persians with 
our good faith. Some, of course, will never 
be persuaded. 

9. Persuasion will not be easy. The 
Persians must have someone to blame for 
their own shortcomings, and we seem to 
have become well established as one of the: 
principal whipping-boys. The Russians, 
who probably share this role with us, are 
nearer and more frightening, and fear in 
Persia is a great inducer of outward respect. 

10. In present circumstances there is 
little positive action which we can take to 
influence opinion. It is encouraging that 
the Government appear to be making 
genuine efforts to depict us favoursbly 
But a reasonable oil settlement will do more 
than any words, provided that its benefits 
soon become apparent in readily tangible 
form throughout the country. It is also, 
T believe, incumbent on this embassy to 
male a great elfort to broaden its contacts 
with the university, the young intellectuals, 
and the growing middle classes of the 
country. 

LL. Tam sending copies of this despatch 
to Her Majesty's Representatives at Wash~ 
ington and at the B.M.E.O., Fayid, and 
Beirut. 

T have, &. 


DENIS A. H. WRIGHT. 
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REPORT ON THE MAINTENANCE OF OIL INSTALLATIONS 
AT ABADAN 


Mr. Wright t0 Mr. Eden. (Received February 15) 


(No. 136. Confidential) 


My telegram No. 113, paragraph 4. 


dan on February 12, has given his impressions 


Rieber, who returned from Al 


Tehran, 
February 15, 1954. 


in confidence to the United States Chargé d’Affaires. In case Hoover, who has 
been informed, has not told you, the following are the main points: — 
(a) Present production is 20,000 barrels « day. 


(b) Equipment 
surpri 


which can be looked after by external treatment, is in 
ly good shape but there is much unused equipment on whose 


condition Rieber was unable to form a judgment. 
(e) A good job has been done by cannibalisation but there is urgent need for 
es, For overseas {group undecipherable] equipment alone, Ricber 


estimates $6 millions is requi 
illions are required over the next two years to get the 


(d) Between $25-30 


industry to a capacity of 20 million tons of refined product, plus 
30 million tons of crude. At the end of twelve months the industry 


tons 


could EnObabhy produce 5 million tons of refined, plus 15 million tons 
crude. 
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(et Rieber was impressed with the quality of Persian technicians and, contrary 
to the views he held two years ago, estimates that only some 350 10 
400 foreign technicians will be needed at Abadan with a further 75 


to 100 in the fields. 


He considers it most important that the 


use should be made of existing Persians alongside foreign technicians 
and that it would be politically most undesirable to turn them out of 


the houses they now occupy 


2 Ina general statement made to the Press on his return, Rieber stated 
that he was very satisfied with his visit and congratulated the Persian engin 
on the admirable maintenance of the installations. The Press also quotes membe 
of the surveying party as saying that the installations have been efficiently 


maintained. 
Ricber’s assistant, Davenport, 


a lawyer, arrived here on February 13. 


According to the Press he is to advise on compensation and other legal problenis. 


4. Ricber is leaving here on February 18 to attend to personal business in 
America, but he expects to return on February 25. 
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PERSIA: QUARTERLY POLITICAL REPORT 
Period October-December 1953 


When General Zahidi came to power in 
August 1953 it was uncertain how long he 
‘would stay in power, what his policy would 
be and who would support him. By the end 
of the year there were fewer ambiguities. 
General Zahidi was not a caretaker, to be 
feplaced by the Shah's whim or overturned 
by a Tudeh conspiracy: his policy was to 
Maintain order and to work for an oil 
Settlement; he had eschewed the support of 
the unti-Musaddiq Nationalists; and he still 
Telied primarily on the security forces. 

2. This clearer picture nevertheless had 
Plenty of shadow in it; the Government 
Were unpopular, and had no obvious 
Achievement of domestic reform to set 
gainst the loss of Nationalist support. 

momically, Persia was dependent on 
United States aid, which had been used 
Purely to balance the budget, and the cost 
Of living had mounted since Musaddiq fell; 
nd the Shah, still jealous and suspicious of 
Any strong Prime Minister, had not given 
Government his full support or 
Tenounced his freedom to intrigue against 
m1. 


Internal Affairs 

3. At the beginning of the quarter 
General Zahidi's Government were re- 
tarded by many as little more than a stop- 
84p which would not remain long in being. 
This encouraged the usual Tehran intrigues 
and the Government faced other serious 
internal problems, notably the continued 
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existence of the Tudeh, the trial of Dr, 
Musaddiq, the absence of a workable 
Parliament and the growing opposition 
of the extreme Nationalists such as 
Kashani, Bagai and Makki, who had 
broken ‘with Dr, Musaddiq’ before his 
fall but were far from being in sympathy 
with the new régime, In all these problems 
General Zahidi had the greatest difficulty in 
carrying the Shah with him: for the ruler 
seemed to have learnt nothing from his 
narrow escape in August, was still reluctant 
to give loyal and wholehearted support to 
his Prime Minister and seemed always ready 
to exploit opportunities of weakening the 
latter's position. 

4. The Government renewed their efforts 
to suppress the Tudeh, making little distinc- 
tion between supporters of that party and 
those of Dr. Musaddiq, whose champions 
the Tudeh claimed to be and with whose 
remaining supporters they were co-opera- 
ting. A further 200 persons were arrested 
on October 1, On October 41a communiqué 
{gave the military courts extensive powers to 
deal with Communist activity, and disorders 
in the university and the bazaar were firmly 
suppressed. Martial law was applied to the 
whole of the railway system. On October 
20 three ratings of the navy were shot as 
saboteurs and two days later martial law 
was declared throughout Khuzistan. On 
November 3, after an alleged plot to assas- 
sinate the Shah, 300 more persons were 
arrested, including thirty naval officers and 
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ratings. The Tudeh and Dr. Musaddiq’s 
supporters concerted a final effort to 
organise strikes and demonstrations on 
November 12 after Dr. Musaddiq’s trial 
had begun, but were routed by strong 
security forces. 


5, Relative calm followed, The campaign 
against the Tudeh had not been fully success- 
ful, since the leaders had as usual escaped 
and there were still many Tudeh members 
in Government departments and the armed 
forces. But the party nevertheless had 
sulfered a definite reverse, which was later 
identified by its failure in December to 
create serious disturbances during the visit 
of the Vice-President of the United States. 
Even if its hard core remained untouched, 
ts overt activities were virtually at a 
standstill. 


6, The Government were less successtu} 
in other directions. ‘The Shah refused at 
figst to dissolve the Majlis, twenty-three of 
whose members had never resigned; and 
General Zahidi himself apparently believed, 
perhaps naively, that the could govern more 
clfectively with the support of a Legislature 
than without it, Sporadic parliamentary 
activity began with a meeting of the twenty- 
three members of the Majlis on October 1. 
Naturally enough they opposed a dissolu- 
tion, and the Prime Minister himself pre- 
ferred to increase the Majlis to eighty by 
holding elections in those fifty-seven con- 
stituencies. where elections had not been 
completed in 1952, But the simultaneous 
informal meetings of the Senate (which the 
‘Shah had dissolved at Musaddiq’s behest) 
niroused much opposition; and the revival 
‘of political activity emphasised the dangers 
of leaving the Nationalist demagogues with 
their parliamentary immunity, which would 
end only with a dissolution, 


7. These men (Kashani, Makki and 
Baqai) were already beginning to constitute 
‘a new National Front. They were not yet 
in avowed opposition but were prepared to 
pounce upon any deviation from a 
“national” policy, particularly in the 
spheres of oil and foreign affairs. Shahid, 
the newspaper of Dr, Bagai and his “ Toilers 
Party," was now in effect the only Opposi- 
tion paper, all others having been cither 
physically destroyed by the Shah's sup- 
porters on August 19 or suppressed 
mediately after. At first General Zahidi 
treated the Nationalist leaders gently, 
although he acted firmly against any of their 
supporters who disturbed the peace. In 
particular Kashani, with whom he had been 


SECRET 


in close contact in the days of their common 
opposition to Dr. Musaddiq, was treated 
with some respect and allowed time on 
Tehran radio to propound his anti-British 
views. 

8. The Government's rift’ with the 
Nationalists became complete over the 
resumption of diplomatic relations with the 
United Kingdom. Kashani first pleaded 
with, then threatened, the Government and 
finally called for a day of public mourning. 
Dr. Bagai and his newspaper Shahid went 
into open opposition, Except, however. for 
some university rioting, which was again 
firmly suppressed, there was no popular 
reaction. ‘The suppression of Shahid left no 
overt Opposition newspaper and General 
Zahidi at last persuaded the Shah to dissolve 
the Majlis, in a decree of December 17 
which also dissolved the Senate, whose pre- 
vious dissolution was conveniently over- 
looked. The Government immediately set 
about staging elections, but ran at once into 
difficulties with the Shah and his relations 
over the nomination of candidates. 


‘The Trial of Dr, Musaddiq 

9. The trial was repeatedly postponed. 
The Shah as head of the armed forces 
claimed full control of the military court 
and insisted on a public trial. Notwith- 
standing the Government's repeated attacks 
Dr, Musaddig’s halo survived and the press 
reflected a widespread opinion that despite 
his failure he had led a “noble experiment.” 

10. The trial eventually began on Novem- 
ber 8. After the first few days, during which 
the prosecutor made an effective case and 
the President kept control of the court, the 
proceedings degenerated, apparently as an 
‘effect of the Shah's solicitude for a fair trial: 
Dr. Musaddiq shouted, wept and fainted his 
way through interminable declamations, 
threatening hunger strikes and occasionally 
kicking his lawyer. His defence, in so far 
‘as he made one, was that legislation he him- 
self had promulgated rendered the court in- 
competent to try him, that he had believed 
the Shah's firman of dismissal to be a for- 
gery and that the Shah could not dismiss 
him without Majlis approval. As the trial 
was concluding, on December 21, the Shah 
again intervened with a published letter for- 
giving Musaddiq for his crimes in view of 
his earlier services to the nationalisation 
campaign which, the Shah declared, he him- 
self still supported. The court sentenced 
Musaddiq only to three years’ solitary con- 
finement. Brigadier Riahi, the former 
Chief of Staff who was tried with Dr. 
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Musaddig, was sentenced to two years" 
detention and dismissal from the army. 
Both immediately appealed. 


Relations with Her Majesty's Government 
and the oil question 

11, These two related problems were, 
naturally, the principal foreign preoccupa- 
tion of the Persian Government, who 
showed at first little readiness to grasp 
either nettle. The United States Govern- 
‘ment, however, through their ambassador at 
Tehran, impressed on the Persian Govern- 
ment that an early oil settlement was essen- 
tial to the health of Persia's finances and 
that to reach one, and to restore her inter- 
national position, she should resume rela- 
tions with Her Majesty's Government as 
soon as possible. The Persian Government, 
afraid of the still strong anti-British feeling, 
were inclined to want an oil settlement (or 
at least some understanding on oil) before 
@ resumption of relations, while Her 
Majesty's Government preferred first to 
Tesume relations: that course was desirable 
‘on its own merits, and would facilitate oil 
talks. 

12. Accordingly the Secretary of ‘State 
sent on October 9 a private message urging 
an immediate resumption (in reply to a 
Persian court enquiry whose exact source 
was not clear) and on October 20, in Parlia- 
ment, offered friendship and’ resumed 
relations, 

13, Meanwhile, with the full agreement of 
Her Majesty's Government, the State De- 
partment’s Oil Adviser, Mr. H. Hoover, Jnr., 
had reached Tehran on October 17, in order 
to discover what solution to the oil question 
the Persian Government had in mind and 
to explain to them the facts of the world oil 
situation. The second task proved the 
easier. The Persian Government began to 
realise that the world was not crying out 
for Persian oil, that it could be sold only 
by the big companies and that the latter 
would not pay more for it than for other 
Middle East But Persian ideas on a 
settlement proved extremely vague and im- 
practical, nor did the Government, or the 
Advisers ‘they had summoned, accept the 
need for foreign management of production. 

Tehran (November 3) Mr. 


Majesty's Government preoccupied with 
the diplomatic side of the problem. The 
Persian Government in a message of Octo- 
‘ber 30 had urged the need for some progress 
At east towards an oil settlement before 
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Persian public opinion would accept diplo- 
matic relations: perhaps an unofficial 
British emissary might visit Tehran for the 
purpose (an infelicitous and unacceptable 
suggestion apparently emanating from the 
Swiss Minister in Tehran). In a reply dated 
November 14 the Secretary of State under- 
took to consider ways by which Her 
Majesty's Government could render a diplo- 
matic resumption less unacceptable to 
Persian public opinion; and ten days later 
he sent to Tehran a draft communiqué. 
This, after announcing the resumption of 
relations, would express Her Majesty's 
Government's confidence that thereafter an 
oi settlement could be reached which would 
be just and honourable and take account of 
Persian * national aspirations.” The Persian 
Government still hesitated; but internal law 
and order were now such as to increase 
their self-confidence, there was an en- 
couraging reference by Her Majesty's 
Government to nationalisation in a Pa 
mentary answer on November 25, and, 
above all, Mr. Henderson, the United States 
Ambassador, continued "unremittingly to 
press them to accept Her Majesty's Govern- 
ment’s proposal. Eventually, after securing 
rather perfunctory approval from a group 
of “elder statesmen ” and the ramp Majlis, 
they agreed to the issue of the communiqué 
‘on December 5, Mr. D. A, H. Wright, Her 
Majesty's. Chargé d’AMfaires, thereupon 
reached Tehran on December 21. (His 
conversations with the Persian Government 
had hardly passed the ceremonial stage 
the end of the year, and nothing more will 
be said of them in this report.) 


15. Meanwhile Her Majesty's. Govern- 
ment had been considering, with the Anglo- 
Iranian Oil Company and the United States 
Government (represented by Mr. Hoover), 
‘whut to do next about oil. The crux of the 
problem was the position of the Anglo- 
Iranian Oil Company. Mr. Hoover and the 
United States Ambassador at Tehran had 
reached the conclusion that the Persians 
would never again put their oil into. the 
hands of that company, however disguised. 
Her Majesty's Government had no reason 
to disagree, but they owed it to the A.LO.C, 
(who tended to suspect the United States 
authorities of interested motives) and to 
British opinion to sec for themselves, 
through the reports to be sent by the chargé 
d'affaires, before deciding to work towards 
the multi-national consortium advocated by 
Mr. Hoover. Mr. Wright's instructions 
(Foreign Office despatch to Tehran No. 2 
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of December 17, 1953) were drafted 
accordingly. 

16. It was fairly clear, however, what the 
{enor of Mr. Wright's reports on this point 
would be; and in order that a consortium 
solution, once decided in principle, should 
not be unduly delayed, the A.LO.C., with 
the full approval of Her Majesty’s Govern- 
ment, began on December 14 hypothetical 
and exploratory talks with the other main 
il companies who might enter the group. 


Other Foreign Relations 

17. The relations of the United States 
Ambassador with the Persian Government 
remained extremely close; indeed, he was 
frequently called upon to mediate between 
the Shah and his Prime Minister. The visit 
to Tehran of the Vice-President of the 
United States from December 7 to Decem- 
ber 9 was a success. General Zahidi also 
reversed Dr. Musaddig’s policy of squab- 
bling with his immediate neighbours, and 
Persia's relations with Iraq and Turkey 
improved. 

18. Although Communist propaganda 
consistently attacked General Zahidi, he 
maintained as correct relations with the 
USSR. as possible, though both Govern- 
ments had occasion to complain of the 
other's press. Perso-Soviet negotiations 
“for a setlement of outstanding differences ™ 
were resumed at the end of the year but 
made no progress. 


Economie Bi 

19. The grant in September of $45 million 
of United States aid to Persia, over and 
above assistance under “Point IV" and 
other programmes, had just averted a 
serious financial crisis. At one time in Octo- 
ber it appeared that the Bank Melli might 
have to close its doors, but the danger 
passed as United States aid and a good har- 
vest took effect. The American aid was 
chiefly used, through sales of dollars for 
rials, to balance the ordinary budget; and 


some dollars were used as cover for an addi- 
Yional note issue. But at least part of the 
rial equivalent was devoted to a programme 
of public works designed to reduce unem- 
ployment, The Shah resumed the distribu- 
tion of Crown lands which Dr. Musaddiq 
had interrupted, and the Government began 
a similar distribution of State lands. 

20. The Government's exchange policy 
was unwelcome to merchants who had 
profited from the laissez faire of Dr. 
Musaddig, since his steady devaluation of 
the rial had stimulated exports and provided 
revenue for the producers of export com- 
modities. General Zahidi’s Government re- 
valued the rial, in order to encourage pur- 
chases of United States aid dollars and thus 
to bring in cash. Despite resistance from 
merchants the Government were able to 
restore the cash holdings of the Bank Melli, 
which ended the year in a stronger position 
than at any time since 1951. 

21, On November 8 the French Govern- 
‘ment granted a credit of 5,000 million francs 
for engineering goods to be supplied to the 
Seven-Year Plan. A credit of up to $60 mil- 
Jion was reported to have been offered by a 
group of German business men with pos- 
sible further credit up to $200 million. Her 
Majesty's Government were able to offer 


delivery on long-term credit of twenty-four 
locomotives which had been on order to the 


Persian railways in 1951. A decree designed 
to encourage foreign investment was promu- 
lated on December 17. 

22. The Persian gconomy was thus tided 
‘over a period of Considerable danger, but 
Persia continued to live on charity. It was 
clear that within « few months she would 
face another economic crisis unless she 
secured more United States aid or an oil 
settlement capable of bringing her sub- 
stantial revenues. 


Eastern Department, 
Foreign Office, 
February 26, 1984 
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THE BEARING OF THE POLITICAL SITUATION IN PERSIA ON THE 
OIL NEGOTIATIONS 


Sir Roger Stevens to Mr. Eden. (Received March 16) 


(No. 16. Confidential) Tehran, 
Sir, March 13, 1954, 

It is normal for a new incumbent to give 
his first impressions a few weeks after his 
arrival. But circumstances at this post are 
Peculiar. The cccentricities of the local 
Political scene are thoroughly familiar. We 
are all new arrivals here, and Mr. Wright 
has already given you, in vivid and cogent 
terms on which 1 could not improve, his 
first impressions of the Persian attitude to- 
Wards ourselves. Since at the moment the 
forthcoming oil discussions occupy not only 
most of our thoughts but also the centre 
of the political stage in this country, I have 
the honour to devote my maiden despatch 
to a brief analysis of the political situation 
in its bearing on the oil negotiations. 


2. The articulate part of the Persian 
public has, I believe, realised that an oil 
settlement is desirable. They know in their 
minds that it is necessary if the budget is to 
be balanced, the development programme 
resumed, foreign trade and confidence 
Te-stablished, and the country to pursue a 
Progressive course rather than (at best) sink 
slowly into stagnation. Nevertheless, in 
their hearts they accept these hard facts 
Teluctantly. The blow to their foolish hopes 
has left their nationalism still extremely 
sensitive, They were not as they see it on 
the wrong course, they were misled by 
Mussadig slightly off the right one. After 
all they have endured at foreign hands in 
the past, they are entitled now to foreign 
sympathy and help to put them on the right 
course again. Nationalistic principles re- 
main sacred—better an oilless economy 
than that these should be sacrificed. If the 
Worst comes to the worst, they feel the 
Americans will bail them out yet again to 
Stop them falling a prey to communism. 


3. Over this welter of largely emotional 
but partly cynical reasoning, liable on the 
slightest pretext to break loose from any 
shackles of logic, there presides an assem- 
lage of individuals which by no normal 
Standards can be called a good Govern- 
Ment. It enjoys no widespread support. It 
is drawn (like most Persian Governments) 


almost exclusively from the top social layer, 
Ithas no clear cut programme, its personali- 
ties haye little public appeal, and there are 
mounting reports of corruption. The Shah 
and the Prime Minister are intermittently 
at loggerheads, and the atmosphere is heavy 
with intrigue and mistrust 


4. But these shortcomings are largely 
jemie in the Persian scene. Against this 
chronic background, the Zahedi Govern- 
ment’s merits are, in the view of many 
unprejudiced observers here, more con- 
spicuous than its faults. It hus shown itself 
level headed (e.g, in its recent dealings with 
Mussadig) and not lacking in courage (e., 
in reopening diplomatic relations before an 
cil settlement). Since my arrival, the 
Ministers with whom I have had most to 
do have behaved very sensibly in not trying 
to precipitate issues, pump me for informa- 
tion or lobby for their own point of view 
in advance. They have engaged in quite a 
skilful campaign to educate public opinion 
‘on the oil question, but as regards ourselves, 
they have adopted an expectant and non- 
committal attitude which augurs well for 
their common sense. ‘They realise that both 
their country’s future aind their own depends 
‘on 4 workable oil settlement, and they are 
prepared to exercise their considerable 
Ingenuity to get it ratified by the Majlis 
and accepted by their own public, 

5. The three Ministers principally eon- 
cerned (other than the Prime Minister, who 
remains, to me at least, rather a shadowy 
figure) ‘all have useful qualities. The 
Foreign Minister, M. Entezam, who will 
hold himself in reserve, has a straightfor- 
wardness of manner” and a Western 
approach to problems which is remarkable 
in this country, and I find that my own 
instincts to trust him and deal quite frankly 
with him are shared by my diplomatic col- 
leagues. The Minister of Finance, Dr. 
Amini (who will be chairman of the Persian 
delegation) is more typically Persian in 
appearance and, I suspect, methods; but he 
is intelligent and resourceful, commanding 
respect for his financial skill. The Minister - 
of National Economy, Dr. Shudman, 
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appears more of a professor than a poli- 
tician and T doubt if he is a forceful per- 
sonality or carries much weight; but he has 
spent, sixteen years in England, some of 
them ‘as a member of the Persian oil com- 
mission. He understands Western ways and 
his obvious fund of goodwill is, I believe, 
genuine. What these Ministers lack from 
the point of view of the negotiations is a 
first-hand knowledge of the oil industry and 
technical qualifications generally. ‘Their 
advisers (not yet announced) may not. be 
of the same calibre. 


6: 1 would sum up the background of the 
negotiations thus. We have to deal with 
‘a Government which is (by recent Persian 
standards) unusually well disposed, and to 
whose survival a quick agreement is essen- 
tial, Jt understands the oil problem in 
broad terms, and is quite realistic about 
but cannot afford an agreement which does 
not, look presentable. If, either in the 
course of the negotiations or at the time of 
the conclusion of an agreement, it appears 
{o be selling the pass on any of the subjects 
liable to, arouse mass emotions (the degree 
of Persian control and compensation are the 
obvious examples) it may be swept out of 
office... Any successor would either be more 
difficult to deal with or (more probably) 
would refuse to negotiate altogether. The 
only thing that can be safely assumed about 
‘change of Government i, therefore, that 
it would lead t0 a breakdown of the discus- 
sions,, Neither the economic nor the poli- 
tical consequences of a breakdown are 
pleasant to contemplate. 

7. Wf this analysis is correct, it leads to 
cettuin conclusions about the conduct of the 
oil ‘discussions, They should not be 
regarded as'an ordinary negotiation, in 
which each side takes up positions which 
itdoes.not hope to hold in order to be able 
to,use them for bargaining purposes in the 
final stages. Such tactics, particularly if 
they reach the public ear—as they almost 
certainly. Would—could easily have the 
effect of pushing the Government over the 
abyss. I do not of course suggest that 
there will be no bargaining—part of the 
Porsian Government's ingenuity will. cer- 
tainly "be exercised in this characteristic 


direction. But I believe that it will be 
mainly devoted to defending the outposts of 
positions which for political reasons they 
have to hold, rather than those which they 
are really prepared to abandon altogether. 
T hope that we can match their tactics in 
this respect, more particularly since a long 
haggle takes time, and time, I need scarcely 
stress, is a most precious commodity. 


8, Again, in many negotiations, it en- 
hhances the prestige of one of the parties if 
he appears to be driving a hard bargain with 
the other. (Conversely the prestige of the 
‘other party is diminished if he succeeds.) 
T hope that no such considerations will 
operate in this case. The unusual feature of 
this negotiation is that it is necessary not 
merely to pay attention to the views of the 
other party if the agreement is to stick, but 
also to build up the other party's reputation 
if the agreement is to be ratified and 
executed. It will therefore be no ordinary 
trial of wits, I should compare it rather 
{o & meeting of eo-executors of the estate 
of an elderly crank as troublesome in death 
as in life. “He has left an eccentric will to 
which the settlement must outwardly con- 
form, but the executors are really engaged 
together in a conspiracy to interpret the will 
liberally enough to enable the monies to be 
invested in such a way as to bring maximum 
profit to all the beneficiaries. It is only at 
certain points that their interests directly 
clash. For the rest, they are engaged in a 
co-operative venture by the success of which 
all stand to gain. 

9. 1 believe that this allegory represents 
something not too far removed from the 
spirit in which the Persian Government 
(not, be it said, from altruistic motives) is 
prepared to approach these negotiations, 
hope that this spirit will be reciprocated, 
and for the same reasons, at least until the 
contrary is proved 


10, 1 am copying this despatch to Her 
Majesty's Representative at Washington 
and to the Head of the British Middle East 
Office at Fayid and Beirut. 


Thave, &€. 
ROGER STEVENS. 
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CONVERSATION BETWEEN THE SECRETARY OF STATE AND THE 
PERSIAN AMBASSADOR ON MARCH 17, 1954 


Anglo-Persian Relations 
Mr, Eden to Sir Roger Stevens (Tehran) 


Foreign Office, 

5 March 17, 1954. 

‘The Persian Ambassador called upon me 
this afternoon to pay his first call. He is 
an old friend who has had a distinguished 
record of public service as Prime Minister 
and Foreign Secretary, as well as at several 
important Embassies. When relations 
Were broken off eighteen months ago and he 
Was withdrawn he declined to serve the 
Musaddig Government, 

2. Mr. Soheily was clearly very pleased 
to be back, but he spoke with some concern 
about the progress of the oil discussions. 1 
said that T was sorry that it had been 
impossible to get the team out before 
Nav-ruz; the ten days’ holiday in Tehran 
would have been invaluable for negotia- 
tions, but, unfortunately, one had to admit 
that the negotiations were excessively com- 
plicated and the figures concerned very large. 
The Ambassador accepted this and said he 
much hoped that the delay would not be 
long. The Persian Government and people 
were really anxious to settle the oil business 
and place their relations with the West, and 
particularly with Britain, on a lasting basis 
of friendship. 

3. His Excellency then raised a number 
of detailed matters concerning the import 
of rails, export credits and other trade 
matters, pointing out that the Germans 
Were very active in trying to secure the 
Persian market. These have been recorded 
Separately. 

4. The Ambassador finally referred to 
What he called the wider issues of our policy. 
He said that 1 would know how much his 
Government looked to me to help them 
ow that our relations were resumed. The 
Shah had sent for him before he left and 
asked him to approach me on the direct 
Question as to what were our desires’ for 
Persia's future, I said that these were 
simply stated; that Persia should be pros- 
Perous and independent. His Excellency 
then said the Shah had also asked for our 
advice about Persian armed forces. I re- 
plied that we had been in consultation with 
the Americans about this, and I thought 
that you would be giving the Shah a memo- 
tandum of our joint views in the course of 
the next day or iwo. 

5. Mr. Soheily said that the Shah would 

‘grateful for this, but there were still one 


or two points he would like to put to us. 
Although the Americans had been very 
generous to them Persian friéndship with 
us had lasted for centuries, and the Persians 
had special confidence in ‘British advice. 
‘What were our views as to'the’ policy: Persia 
should pursue in respect of defeiice? and, 
in particular, should she join’ the Pakistan- 
Turkish pact? As regards the last ques- 
tion, I said that this was really a, matter 
upon which no foreign Power, however 
friendly, could take the responsibility of 
pronouncing for Persia, 1, was, perfectly 
conscious that Persia had a powerful nor- 
thern neighbour, and the last.thing that 1 
would) wish to do was to embroil Persia 
with her. ‘There seemed to me to be two 
issues Persia had to decide, that of principle 
‘and that of timing. If, in principle, Persia 
thought it wise to associate herself one day 
with the Pakistan-Turkish friendship she 

ight also think it wise to wait until she 
‘was a little stronger internally before doing 
so, The Ambassador said that this was 
exactly what the Shah thought. As to 
defence, there was little 1 could add to the 
paper we had submitted to the Shah, The 
oil. settlement, the needs of Persia's eco- 
nomy, seemed to me to come first. If they 
were met then Persia's armed forces could 
certainly be developed beyond their present 
capacity and beyond the needs of internal 
security. But even in that event we thought 
that they should probably remain modest in 
size and should be careful not to, acquire 
weapons Which could not. be put to good 
use either in defence or in internal security. 
Given the resumption of revenue from oil, 
4 gradual improvement of Persia's defence 
capabilities should be possible. 

6. The Ambassador thariked ihe aiid said 
that if he had further messages from the 
Shah he would trouble me asin because 
His Majesty was most. anxious that 
cordial relations which were now re-estab- 
lished should be developed to the advantage 
‘of both our countries. I told Mr, Soheily 
that I would always make myself available 
whenever he wished to see me. 

7. 1 am sending a copy of this despatch 
to Her Majesty's Ambassador at Wash- 
ington. Tam, &. 


ANTHONY EDEN. 
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ANGLO-PERSIAN RELATIONS, 
Sir Roger Stevens to Mr. Eden. (Received March 23) 


(No, 13. Saving. Secret) Tehran, 
(Telegraphic) March 19, 1954. 

My private audience with the Shah tast night, given at my request, lasted for 
75 minutes. Shah welcomed opportunity for informal exchange and opened his 
heart to me on a number of subjects and at considerable length. 


2, First we spoke of oil settlement. 1 explained that London talks were 
still going on and it was, therefore, impossible as yet to say when the negotiating 
team would actually arrive. Conversations in London were taking rather longer 
than had been hoped but it was well that difficulties be sorted out now rather than 
later. Hitherto, discussions about the formation of a consortium had been 
exclusively between the oil companies. At this stage they were, I believed, also 
being looked at by the United States and United Kingdom Governments, ic., from 
& political point of view. 1 was sure that in this process Her Majesty's Government 
were bearing in mind need both for speed and for meeting Persian basic national 
aspirations. His Imperial Majesty said he was glad to know this and was sure 
that it was important. He said he thought management question soluble within 
framework of nationalisation law. According to him law (presumably some 
subsequent regulations not published in Command No. 8425) provides for nine 
directors, but there is no mention of their nationality. Some of them could, 
therefore, be of foreign nationality and this should give members of consortium 
the necessary degree of control. 1 merely remarked that I did not know what 
sort of proposals about management would emerge from London discussions. 
T thought there were various ways in which objectives of oth sides might be 


reconciled, 1 thought that oil companies would attach a great deal of importance 
to ensuring that their control of production was effective. Otherwise Sig 
arrangements to which they were committed might break down. Shah stil 


seemed to be thinking in terms of largely Persian-run company with considerable 
numbers of foreign technicians and proportion of foreign board members in 
contractural relationship with an international consortium marketing the oil. 1 
indicated merely that companies’ proposals were not likely to be on these lines, 
but I deliberately did not take the issue with him too strongly for fear of producing 
some ill-timed reactions in advance of actual negotiations. 


3. ‘Shah next turned to the question of Persian defence. He referred to 
United States memorandum (my Saving No. 12) and I tock opportunity to confirm 
that we had been consulted and were in broad agreement. His Imperial Majesty 
again harped on comparisons between Persia and Turkey. He could not 
understand why formerisicl had been so strongly favoured with American aid. 
‘Admittedly, Turkey was more stable than Persia and might be considered to have 
better military tradition, He asked me, however, to remember two occasions in 
recent history when Persian people had shown themselves capable of forceful 
xetion: over Azerbaijan incident in 1946 and again on August 19, 1953. It was 
absurd to pretend that Turkey was in a more important position than Persia. 
Turkey merely protected the Eastern Mediterranean which Russia could reach 
by other means, whereas Persia stood between Russia and the main Middle 
Eastern supply route, not to mention oil. Any Turkey-Pakistan pact could have 
no significance without Persia, He was being told now that expenditure on defence 
of Persia must not outrun the possibilities of Persian economy. Had such 
Considerations operated in the case of Turkey, potentially a poorer country? Were 
Western Powers in effet saying to Persia: as you have got oil you have to pay 
for your own defence? What would they have done about the defence of Persia 
if Persia had had no oil? He was tempted to believe that they might in these 
circumstances have been readier to help. 

4. 1 threw in a number of remarks while Shah was pursuing this line of 
reasoning and concluded by saying that he could not expect me to answer a 
purely hypothetical question. One consideration of which he would not los> 
Sight was that Turkey was a member of the North Atlantic Treaty Organisation. 

Signilicance, of oil to Persian economy and hence to Persia's defence 
possibilities could certainly not be disregarded. He had had from the United States 
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Ambassador some thoughts in answer to questions put lst autumn and these also 
epresented the views of Her Majesty's Governinent. No doubt whole question 
of Persia's place in a defensive system required further study. The last three years 
had not, for us at least, been a very propitious time to study it. With an oil 
settlement and emergence of a stable Persian Government I personally hoped 
that the matter could be looked at more closely than hitherto. I must, however, 
make it clear that, while the Americans could offer future financial help, we were 
in no position to do so. 


3. My reference to stability touched off some constitutional reflections. 
Earlier in the conversation I had said, as proposed in my telegram No. 199, 
arsgraph 2, that Her Majesty's Government had confidence both in His Imperial 

ajesty and Zahedi and looked forward to their close co-operation. While we 
Were talking of oil settlement, Shah had agreed that present Government had a 
good understanding of the ‘oil problem and indeed would prove the last 
Government (in point of time) with whom it would be possible for us to do 
business. Now, however, he qualified somewhat his approval of them by saying 
that, since I spoke of stability, the only stable element in the Persian Government 
was’ himself. It was apparently inherent in Persian political system that 
Governments came and went: he provided continuity to a greater extent than 
in an ordinary constitutional monarchy. Nevertheless, he realised that the 
country would gain by greater stability and for his part he was ready to give his 
maximum support to any Government which fulfilled certain conditions. These 
were:— 

(a) climinate corruption; 

(b) * behave like Socialists even if they were not”; 

(0 extend land reform ("I have given up my own wealth, it is now the 
responsibility of others to do the same"); 

(d) introduce tax reforms to ensure that the rich paid taxes rather than (as at 
Present) the poor; 

(e) not interfere with the army, It was essential that the army remained 
outside polities; to prove this, one only had to look at what happened 
in other’ Middle Eastern countries where armies corrupted by foreign 
agencies had made and unmade Governments. He did not suggest 
that this would happen in Persia, and he hoped to see 10 it that it 

id not. 


6 As the hour was late I did not ask His Imperial Majesty how far the 
present Government in his view fulfilled these various conditions. If I had, T 
fancy that his answer, at least on (a) and (e), would have been unfavourable, 
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CONFIRMATION THAT NEGOTIATIONS BY HER MAJESTY'S 
GOVERNMENT FOR COMPENSATION ONLY TO BE CARRIED 
OUT IN ACCORDANCE WITH THE ANGLO-AMERICAN 
UNDERSTANDING 


Sir Harold Caccia to Sir William Fraser. (Received April 29) 


(Secret) Foreign Office, 
April 6, 1954. 
__ Lunderstand that you wish, in the documents which it is proposed to exchange 
With the other oil companies which are prospective members of the consortium, 
to refer to the fact that Her Majesty's Government will negotiate with the Persian 
fovernment a settlement of the question of compensation to the Anglo-Iranian 
Qi! Company, in accordance with the understanding reached between Her 
Majesty's Government and the United States Government on this subject. 


2. I confirm that this understanding is contained in « document drawn up 


® Tepresentatives of the United States Government and of Her Majesty's 
Fovernment and dated the 26th of March, 1954 
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3. In accepting this 
observations designed to 


nderstanding, the United States Embassy made three 
reiterate the general views which the United States 


Government had previously made known to Her Majesty’s Government as 


follows: — 


) That a solution along the lines of a consortium appears to be the only 
(a) Thftanible way of accomplishing United States and United Kingdom 
security objectives in Iran at this time. ¢ 
(b) While the United States Government is cognisant of the desire of 
Her Majesty's Government to obtain just and reasonable compensation 
for A.LO.C. from Iran, it believes that every possible effort must be 

made to obiain a rapid, sound and durable solution. 


(c) The United States Goyernment 


believes a commercially acceptable 


‘arrangement on a. 50/30 basis is of paramount importance in 
minimising nationalisation elsewhere and will have fully as great an 
effect on other countries, if not much greater, than would compensation 
‘of the type contemplated by Her Majesty's Government. 


4, With regard to (c) above, the representatives of Her Majesty's Government 


said that they 


30/30 basis would have as great, if not. greater, 
sation elsewhere as would compensation: on the contrary they considered 


nations 
both to be equally important. 


5, In spite of the exchange of observations (mentioned in paragray 


id not share the United States view that an arrangement on a 


‘an effect in minimising 


hs 3 and 


4 above) the understanding remains that described in the document of the 26th of 


March. 


HAROLD CACCIA, 
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IRAN 


Memorandum of Understanding on 


“Basis for the Settlement with 


Anglo-Iranian” following Discussions between Representatives 
of the following interests: 


Gulf Oil. 

Texas. 

California Standard, 
Jersey Standard. 


1.—(a) The interests concerned (hereafter 
collectively called “the Consortium ") will 
endeavour to make an arrangement (here- 
after called “the New Agreement") with 
the Government of Iran which would be 
acceptable to each of those interests and 

would enable Iranian oil to flow 
again into the world’s markets on a com- 
mercial basis, — 

(b) it is understood that Her Majesty's 
Government will endeavour to come to a 
settlement (hereafter called “the Settle 
ment) with the Government of Tran in 
respect of the claims and counter-claims of 
the Anglo-Iranian and the Government of 
Iran, 

(c) In the course of the negotiations for 
the New Agreement and the Settlement, 
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Socony Vacuum. 
CRP. 

Royal Dutch Shell 
Anglo-Iranian. 


the following releases and indemnities will 
be sought: — 

(), by the Government of Iran in favour 
of the Anglo-Iranian 


(A) a release by that Government from: 
all claims and demands of that 
Government in respect of any matter: 
prior to the effective date of the New 


Agreement, 


(B) an indemnity by that Government i 
respect of any claims and demands 
that may be made against the Anglo~ 
Iranian by third parties arising out 
of the oil operations in Iran of the: 
‘Anglo-Iranian prior to the events 
1951, and 
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{C) an indemnity by that Government in 
respect of any claims and demands 
arising directly or indirectly from the 
events of 1951 that may be made 
against the Anglo-Iranian by third 
parties, 


{ii) by the Anglo-Iranian in favour of the 
Government of Iran a release by the Anglo- 
Iranian from any claims and demands of 
the Anglo-Iranian in respect of any matter 
Prior to the effective date of the New 
Agreement, 

(iii) by the Government of Iran in favour 
of each of the Members of the Consortium 
and such of their affiliates as will enter into 
the New Agreement, 


{A) a release by that Government from 
all claims and demands of that 
Government in respect of any matter 
prior to the effective date of the New 
Agreement, 

{B) an indemnity by that Government in 
respect of any claims and demands 
that may be made against any Mem- 
ber of the Consortium (and their 
above-mentioned affiliates) by third 
parties arising out of the oil opera- 
tions in Tran of the Anglo-lranian 
prior to the events of 1951, and 
an indemnity by that Government in 
respect of any claims and demands 
arising directly or indirectly from the 
events of 1951 that may be made 
against any Member of the Con- 
sortium (and their above-mentioned 
alliliates) by third parties, 


(a) It is the intention that, in so far as the 
foregoing releases and indemnities affect the 
Anglo-tranian, they shall be included in the 
Settlement and, in so far as they affect the 
‘onsortium, they shall be included in the 
New Agreement. Her Majesty's Govern- 
Ment will, therefore, negotiate those 
@ffecting the Anglo-Iranian with the 
iovernment of Iran and leave all others to be 
Regotiated by the Consortium. If, however, 
it appears to Her Majesty's Government 
luring the course of negotiations that it 
Would be appropriate and desirable that 
they negotiate the other releases and 
indemnities they will, if so requested by the 
Consortium, be prepared to negotiate these 
Sthers on behalf of the Consortium for 
inclusion in the New Agreement. 
ee If the New Agreement iS made by the 
‘onsortium with the Government of Tran 
Such legislative and executive actions 
‘Ste taken in Iran as will give the New 
Astesment the force and effect of law, and 
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if the Settlement is come to between Her 
Majesty's Government and the Goverament 
of Iran and if the releases and indemnities 
hereinbefore mentioned are obtained then 
itis the intention that:— 


(@—4i) the Anglo-Iranian will give up 
all of its rights, titles and interests in Iran 
in a manner and form satisfactory to it and 
the other Members of the Consortium, 

(ii) each Member of the Consortium 
(including the Member of the Consortium 
which represents Anglo-Iranian) will pay to 
the Anglo-Iranian, and the Anglo-Iranian 
will accept, the following: — 

(A) Payments totalling £540,000 for each 

1 per cent. participation of that 
Member (the initial participation of 
each Member will be as set out in 
sub-paragraph 2 (c) below) in. the 
Consortium, to be made as follows 
and not otherwise, by instalments:— 


£180,000 down payment when and 
if operations in Iran begin 
under effective manage- 
ment by or on behalf of 
the Consortium; 


at the end of the first six 
months of such operations 
or when such operations 
hhaye resulted in & total of 
$ million tons of crude and 
products owned or sold by 
the Members of the Con- 
sorlium being exported 
from Iran, whichever event 
occurs later; and 


£180,000 at the end of the: first 
twelve months of such 
operations or when such 
operations have resulted in 
a total of 10 million tons of 
crude and products owned 
or sold by the Members of 
the Consortium being ex- 
ported from Iran, which- 
ever event occurs later, 


(B) () Payments totalling $8,500,000 for 
cach of | per cent. participation of 
that Member in the Consortium due 
and payable in sterling at the rate 
of 10 cents U.S. per barrel (of 42 
USS. gallons at 60°F.) on all crude 
oil and products owned or sold: by 
that Member when and if exported 
from Iran, to be made by instalments 
within 30 days after the end of each 
quarter in respect of the crude oil 
and products exported during that 
quarter, 


£180,000 
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(I) For the purpose oi such payments 
the U.S, Dollars shall be converted 
into sterling at the average of the 
daily closing selling rates on the Lon- 
don market for U.S. dollar cable 
transfers, taken over the quarter in 
question; but if, and for so long as, 
there is a fixed official parity in 
London as between U.S. Dollars and 
sterling and the aforesaid market 
rate does not vary from such parity 
either way by more than 2 cents 
USS,, then such official rate shall be 
used’ in place of the market rate, 


(b) Ifa Member transfers, by assignment 
or otherwise, the whole or part of its interest 
in the Consortium, the obligation of that 
‘Member to make the payments as set out in 
sub-paragraphs (A) and (B) above shall, 
unless otherwise agreed, continue unaltered. 
For the sole purpose of computing the 
amounts of these payments crude oil and 
products owned o sold by any successor of 
Any original Member of the Consortium and 
exported from Iran shall be computed as if 
‘owned or sold by such original Member 
and exported, without, however, any effect 
‘upon stich successor’s right to have complete 
and unhampered control of the disposition 
by sale, exchange or otherwise, of such 
rude oil or produets. If a Member or suc 
cessor transfers the whole or part of its 
interest in the Consortium to another Mem 
ber of the Consortium, the transferor shall, 
to the extent of the interest transferred, be 
relieved of its obligation to make the pay- 
‘ments as set out in sub-paragraphs (A) and 
(B) above. 

(c) The initial participation of the Mem- 
bers of the Consortium will be as follows : — 

Per cent. 
Anglo-tranian 
Royal Dutch Shell 
California Standard 
Gulf Oil 
Jersey Standard 
Socony Vacuum 
Texas 
CFP. 


40 
M4 
8 
& 
8 
a 

8 
6 
100 


(a) The Members of the Consortium will 
not assume any responsibility for, or take 
any rights, titles or interests in Iran subject, 
to, any obligations or liabilities of or claims 
against the Anglo-Iranian, of any nature 
except that the Members of the Consortium 


from the effective date of the New 
Agreement, severally assume responsibility 
for their share, according to their partici 
tion in the New Agreement, of any claims 
which may be made against the Anglo- 
Iranian by or on behalf of its former Iranian 
employees, except any of such claims 
covered by the indemnities set out in sub- 
paragraphs 1 (c) () (B) and (C) above to be 
given by the Government of Iran to the 
Anglo-Iranian, To the extent that the said 
indemnities affect the responsibility sever- 
ally assumed as above, they are to. be 
satisfactory to each of the Members of the 
Consortium as well as to Anglo-Iranian. 
(e) In so far as Provident and Pension 
Funds set up by the Anglo-Iranian are 
applicable to the former Tranian employees 
of that company, the Anglo-Iranian, to the 
extent (0 which it legally can so do, will 
procure the Trustees thereof to discharge 
the liabilities of such Funds in favoar of the 
Iranian beneficiaries thereof in the manner 
provided for by the Trusts of these Funds; 
and 
(f) For the purpose of this Memorandum 
oil refined in fran and supplied as bunkers 
shall be deemed to have been exported, 


. Gulf Oil, 
Texas. 
California Standard. 
Jersey. Standard. 
=. Socony Vacuum. 
CRP. 
foyal Dutch Shell 


‘Anglo-Iranian, 


90h April, 1954. 


Aide-mémoire 
There appear to be some considerations 
which would make it desirable for the five 
American Oil Companies which have been 
participating in the negotiations regarding 
the Consortium, to reserve the freedom to 
transfer some part of their total participa- 
tion (aggregating 40 per cent.) to such 
‘American Oil Companies as are mentior 
below provided that no objection is taken to 
them by Her Majesty's Government or the 
Government of Iran. This freedom should 
exist for a period of six months from the 
effective date of an Agreement between the 
Consortium and the Government of Tran. 
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such period of time and if the 
conditions stated below are met, each of the 
five American Oil Companies would be free 
to transfer up to I per cent. participation, 
making a total of up to 5 per cent., to other 
established American Oil Companies of 
Sufficient responsibility to undertake the 
financial obligations of their participation 
or to an American Company formed by 
such other Companies. There would be 
Fequired as conditions of any such transfer 
f participation that 
(i) It would be acquired on the same 
terms and conditions on which that 
part of the participation was 
acquired by the five American Oil 
Companies; and 
the transferee would assume, in 
respect of that part of the partici 
tion thus transferred, all of the obli- 
gations of Consortium Members, in- 
cluding the obligation to make 
payments to the Anglo-Iranian; and 
if there is a default of 30 days in 
making those payments to the Anglo- 
Iranian, the participation of the 
defaulting transferee shall revert to 
the transferor at the option of the 
latter; and 
if there were more than one trans- 
feree they would agree to designate 
‘one common agent to cast a single 
Vote as to all matters relating to the 
Consortium, provided, however, that 
when petroleum or products ‘have 
beesi offtaken from Iran all such 
transferees independently of each 
other should have the free and un- 
hampered right to dispose of such 
petroleum or products in their 
capacity as individual Companies 
and without any restraint due to the 
joint representation of the Group in 
Consortium matters by the desig- 
nated Member. 


_ Notwithstanding the condition stated in 
fii) above, it is not intended that any such 
transfer would, unless otherwise agreed by 
the Anglo-Iranian, relieve the transferor 
from any obligation to make payments to 
the Anglo-Iranian except to the extent that 

payments are made by the transferee. 


The Consortium Members intend that 
will be no disposal, other than as set 

ut above, of any participation for a period 
five years after the effective date of an 

t between the Consortium and the 
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Government of Iran, except to a subsidiary 
or affiliated company. 


Gulf Oil. 

Texas. 

California Standard. 
Jersey Standard. 
Socony Vacuum. 
OPP. 


} Royal Dutch Shell 


“\ Anglo-Iranian. 
9th April, 1954. 


Memorandum Exchanged between the Oil 
Companies dated April 9, 1954 

With reference to paragraph 2 (a) (i) (B) 
(1) of the Memorandum of Understanding 
initialled to-day between the Representa- 
tives of the following interests—Anglo- 
Iranian, Gulf Oil, Texas, California 
Standard, Jersey Standard, Socony Vacuum, 
CFP. and Royal Dutch Shell—it is the 
intention that if— 

(1) the New Agreement between the Con- 
sortium and the Government of Iran 
permits the latter a royalty in’ kind 
as oil; and 

2) any of such oil is exported (including 
bunker supplies) other than through 
the Consortium; and 

(3) the oil so exported is accounted for 
in the *S0-50" arrangement with 
Iran on a basis that will give the 
Members of the Consortium at least 

same financial benefit within the 
"30-50" arrangement as though 
they had themselves exported that 
oi 


then (but only then) each Member of the 
Consortiim will pay Anglo-Tranian the 
10 cents U.S. per barrel on that Member's 
share of that oil in accordance with the 
above-mentioned paragraph and such pay- 
ments will be credited to that Member 
against the amounts of $8,500,000 referred 
to in that paragraph. It is understood that 
for this purpose a Member's share is the 
same proportion of the Government oil so 
exported during a quarter as the quantity 
of crude oil taken by that Member (whether 
for export as crude oil or for refining in 
Iran) during that quarter bears to the total 
quantity of crude oil so taken by all Mem- 
bers during that quarter. 

T should be glad if you would confirm 
your agreement to the foregoing expression 
of intention. 
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No. 21 


PERSIA: QUARTERLY REPORT 
Period January-March 19S4 


‘Sir Roger Stevens to Mr. Eden. 


(No, 27, Confidential) Tehran, 
Sir, April 9, 1954. 

T have the honour to submit my political 
report for the first quarter of 1954. De- 
tailed events are chronicled in fortnightly 
summaries and other reports from this post. 
I shall therefore try to confine my quarterly 
feports to general impressions. 


Tnternal Affairs 

2. The most striking impression of the 
past’ three months is the comparative 
stability of the Government, in spite of the 
handicaps, some of them traditional, which 
they face.” They have not gained in popu- 
larity; the Shah still dislikes and distrusts 
his Prime Minister; there have been in- 
creasing complaints’ against the high cost 
of living; United States aid, on which the 
country’s finances and to a lesser degree its 
economy depend, is tailing off; and little 

le progress has been made towards an 

ttlement, Against all this, the Govern- 
ment have three advantages. ‘The Shah 
appears to be genuinely anxious for an oil 
settlement and is unlikely to make General 
Zahedi's position untenable so long as the 
latter shows signs of reaching one 
security forces remain loyal; and there is at 

t no effective opposition. 

3. On the whole the Government have 
handled affairs with firmness and some skill 
in the past three months. The idea of an 
international oil consortium was well 
received by the public, which had been pre- 
pared for it by the Government. The subse- 
{quent visit of a survey party to Abadan and 
the oil fields was agreed to without hesita- 
tion by the Government, and took place 
without incident. When, in March, press 
criticism of the British and, by implication, 
of the Persian Government themselves got 
out of hand over the issue of compensation 
for future Anglo-Iranian Oil Company 
profits, the Government effectively restored 
calm. "The Majlis and Senate elections were 
virtually completed during the quarter with- 
out serious disorder, and both Houses 
formally assembled just before the Persian 
New Year (the 2ist of March). In some 

cases, however, the Government seem to 
have handled the customary rigging of the 
elections with unnecessary clumsiness. 


{Received April 13) 


4. In the security field the Government 
did well in spite of the vacillations of the 
Shah. They openly took issue with 
Kashani, of whom little is being heard at 
present; they found and arrested Dr. 
Fatimi; they persevered against the Tudeh 
Party, which lay low; so, apart from one 
outburst, did Navab Safavi of the Fidayan- 
ielslam (the assassins of General Razmara); 
the hearing of Dr. Musaddiq’s appeal was 
constantly postponed without attracting 
much comment, though it seemed likely at 
the end of the quarter that it would shortly 
be heard; only Dr. Bag’ai of the Toilers’ 
Party was allowed rope. 


Economic 

$. Economically and financially, the 
Government continued to do what they 
could to bring order into the chaos which 
they inherited last August. United States 
aid funds were beginning to run low, but 
‘an additional grant of $6 million carried the 
Government over their New Year commit- 
ments and should tide them over for a 
month or two more. The economy is 
hovering uncertainly between the effects of 
De. Musaddin'simprovident policies and 
the prospects of a large foreign exchange 
income from oi. But there are sufficient 
stocks of most basic commodities to prevent 
any serious. developments. 


Foreign Affairs—Oil kes: 

6. In foreign affairs, negotiations with the 
Soviet Union on frontier and financial 
claims dragged on. There were strong 
rumours ee that prospects of a 
favourable settlement on the financial 
claims were good, but Moscow propaganda 
continued to make it clear that the present 
Government does not_meet with Soviet 
approval. The Turco-Pakistani agreement 
led official spokesmen and the press to 
reiterate Persia's neutrality. No one 
seriously suggested that Persia should ad- 
here to the agreement though the Shah still 
dreams of her playing a major strategic rble 
in the Middle East. ‘The Government and 
the press continued to show sensitivity 
towards British pretensions in Bahrain and 
Kuwait and took issue with Afghanistan 
over the River Hirmand project. 
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7. The oil question and Anglo-Persian 
felations naturally occupied the centre of 
the stage. There were frequent stories of 
Anglo-American dissension to which even 
the Government listened at times. In fair- 
Ress, however, there is no evidence of the 
Government's having tried to play one off 
Against the other. In general they adopted 
® correct and even friendly attitude towards 
Us, and the Shah, after an initial reserve, was 
also fairly forthcoming. The Government 
made genuine efforts to educate public 
pinion on the facts of oil, with some suc- 
Sess in that few people seriously maintain 
any longer in public that Persia can market 
her oil or produce it, without some foreign 
assistance, Nevertheless, the press and 
Public opinion reacted strongly to any 
threat, real or imagined, to “national 
aspirations.” The Government and the 
Shah repeatedly emphasised that they would 
ever permit an oil agreement which did not 
take these into account and thus eave fair 
Warning that the question of foreign 
Management is, with compensation, going 
fo be the most delicate problem in the 
imminent oil negotiations. 


8. The Government made no positive 
‘roposals for a settlement of the oil dispute 
(their suggestions for using the International 
Bank as an intermediary were not pursued 
though this may be heard of again when 
Negotiations begin) and seemed content 10 
leave it to us and the Americans to take the 
initiative. By the end of the quarter, ho 
ever, they, and even more so the public, 
Were beginning to show signs of uneasiness 

the continued delay in starting nego- 
‘iations. 


9. The task of reaching an oil agreement 
will not be made any easier by the inaugura- 
tion of Parliament, which is expected to 
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start serious business in mid-April. Few 
avowed supporters of the National Front 
succeeded in passing the scrutiny of the 
electoral commissions, and the credentials 
‘of some who did are being questioned. Yet 
the Government are unlikely to find the 
Majlis any more pliable than their predeces- 
sors. Already there is talk of an opposition 
group forming. There will be a temptation 
for every politician to out-do his rivals in 
defending Persia from foreign exploitation, 
and the relative liberty of the Majlis pro- 
ceedings will provide openings for malcon- 
fents and extremists outside as well as inside 
the Chamber. Should the Government lose 
their grip, the Majlis could turn against 
them overnight; and then they could expect 
little support from the Shah. 

10. In short, the past three months have 
shown that the present Persian Government 
are straightforward, sensible and stable, that 
is by local standards. They are realists 
enough to know that any. oil, agreement 
reached is bound to be attacked by the ex- 
tremists, and are prepared to face this risk. 
Yet their stability has no solid foundation, 
and they cannot afford to negotiate a really 
unpopular oil agreement, however much 
practical commercial considerations might 
demand it, Whether or not an agreement 
is reached will therefore depend mainly on 
the extent to which the oil companies 
forming the consortium are prepared to 
reconcile their commercial requirements 
with Persian determination to control theit 
nationalised oil industry, 

11. T am sending copies of this despatch 
to Her Majesty's Ambassador at Washing- 
ton_and to the British Middle East Office 
at Fayid and Beirut, 

Thave, &e. 
ROGER STEVENS. 
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No. 22 


NOTIFICATION TO THE SHAH BY THE SENATE AND MAJLIS 
OF THEIR FULL CONSTITUTION 


‘Sir Roger Stevens to Mr. Eden. (Received May 8) 


{No. 32. Confidential) 
Sir, 


Tehran, 
April 27, 1954, 


I have the honour to report that the Senate and the Majlis formally notified 
the Shah last week that they were fully constituted (although the elections have still 
to be completed) and the Prime Minister, as tradition requires, tendered his 
Tesignation. The Shah immediately called upon him to form another Government. 

2. The few changes in the new Government are technical. A list of its 
Members is enclosed for convenience of reference. General Farzanegan and 
Mr. Ja'fari are confirmed in their appointments as Ministers of Propaganda and 
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Education respectively; and General Jahanbani, the g Minister of the Interior, 
becomes Minister without portfolio, General Zahedi himself taking over that 
Ministry. (It is said that General Jahanbani did not relish his task there now 
that the Majlis are functioning.) 


3. Subsequently, the Prime Minister presented his Government's programme 
to the Majlis and the Senate. A translation of the programme,(') which consists of 
generalities, is also enclosed. In his address to the Majlis, the Prime Minister 
referred to the disorder and the difficulties which he had inherited last August and 
concluded in the following terms:— 


No reforms can be undertaken until we have surmounted our poverty. 

We are engaged in oil negotiations which will duly be reported to both 

Houses. By the will of God and with the guidance of Parliament, we shall 

solve this momentous problem in the interests of the nation. 

4. Some disappointment is being expressed at the lack of Government 
changes. ‘Chticim of Government corruption (and particularly of General Zahedi 
himself) has been increasing, and there had been forecasts of a possible re-shufle. 
Nevertheless, General Zahedi is probably wise to leave things as they are, at 
present 

3, No coherent opposition has yet developed in the Majlis. A number of 
deputies have issued statements on the oil question, all emphasising that any 
fagreement must conform to the Nationalisation Law; and one has delivered an 
oration in the House criticising Government policy. “But the great majority are 
Mill occupied in jockeying for position. 

6. Tam sending copies of this despatch. to Her Majesty's Ambassador at 
Washington and to the British Middle East Office at Fayid and Beirut 

Thave, &c. 
ROGER STEVENS. 


PERSIAN GOVERNMENT 
CABINET LIST 


(in order of precedence. Figures in brackets give number of years since each 
Minister first held a portfolio) 


1952 Personality 
No. 198 HLE. General Fazutlah Zahedi—Prime Minister and Minister of the 
Interior. 
No, 82 HLE. Abdullah Entezam—Minister for Foreign Affairs. 
No. 174 FEE. Dr. Janashah Saleh (13)}—Minister of Health. 
No. 3 HE. Ahmad Husain Ad! (12)—Minister of Agriculture, 
HLE. Dr. Fakhreddin Shadman (S}-—Minister of National Economy 
No. 10 HE. Dr. Ali Amini @)—Minister of Finance. 
No. 67 HE. Major-General Abdullah Hedayat (3}—Minister of National 
Defence. 
HLE. Jamal Akhavi (1}—Minister of Justice 
HLE. Mas‘ud Maieki (1)—Minister of Labour. 
HE. Amir Husain Zafar Wkhan Bakhtiar (1}—-Minister without 
ifolio. 
HE, Major-General Abbas Garzan—Minister of Roads and 
‘Communications. : 
HE. Brig.General Abbas Farzancgan—Minister of Posts and 
‘Telegraphs and Head of Department of Propaganda and Publications. 
HLE, Reza Jafari—Minister of Education. = 
HE. Brig.-General Muhammed Husain Jahanbani—Minister without 
portfolio. 


HE. Musa Sarabandi—Under-Secretary in the Prime Minister's Office. 
HE, Ghulam Reza Fuladvand—Political and Parliamentary Under- 

Secretary to the Prime Minister. 

(1) Not printed. 
a 
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P 1013/12G No. 23 
SETTLEMENT OF ANGLO-PERSIAN OIL DISPUTE 


(No. 112. Intel) Foreign Office, 

My Intel No, 59. May 21, 1954. 

Discussions between the eight oil Companies concerned were held in London 

from March 9 until April 9. It was agreed provisionally that: — 

(a) The other Companies acquiring shares in the new enterprise should 
between them make to the A.LO.C. payments equivalent to £32 million 
down and £182 milion over a period of 20 years 

(6) Royal Dutch Shell should take 14 and the Compagnie Frangaise. des 

Stroles six of the remaining 20 per cent. of the shares in the 
Consortium (see paragraph 6 of my Intel under reference), 

(0) A.J.O.C, were left free to claim from the Persian Government compensation 
(or foss and damage up to the date of any Agreement reached by the 
Consortium with the Persian Government. 


2. The assumption underlying this agreement was that the Consortium 
would be able to make a satisfactory settlement with the Persian Government. In 
such event A.1.O.C's claim for loss of future profits under the 1933 concession 
would be eliminated, because the Company would be retaining # 40 per cent, 
interest in future operations and be paid by the other Companies for the 60 per 
cent, interest which they were taking over. Similarly, there would be no claim 
against the Persian Government for the major physical assets such as the Abadan 
Refinery, since the Consortium would operate these; but A.1.O.C.’s claim under 
paragraph 1 (c) above would include the value of facilities for the production and 
sale of oil on the Persian internal market, which the Persians and not the 
Consortium are likely to operate in future. 


3. Her Majesty's Ambassador and the United States Ambassador at Tehran 
made identic communications to the Persian Government on April 9, explaining 
that_a Consortium had been provisionally formed and was ready’ to send a 
negotiating delegation to Tehran. They suggested that while the delegation, which 
would include no officials, would negotiate about the future operation ‘of the 
Persian oil industry, there should be parallel negotiations conducted by Her 
Majesty's Ambassador on compensation for A.1.O.C. for past losses and. damage 
and on the Payments Agreement between the United Kingdom and Persia which 
would be necessary if an oil settlement were reached and the Consortium. paid 
Persia in sterling. The Persian Government at once invited the delegation, to 
Febran, where it arrived on April 11; and the negotiating procedure suggested by 
Her Majesty's Ambassador and the United States Ambassador was adopted, 


S. ‘The central problem has been whether the Persians could bring themselves 
to give the Consortium effective control over oil operations in Persia ti. extraction 
‘and refining, as distinct from marketing). They have now made proposals which, 
although far from ideal, may perhaps prove acceptable as a basis for further 
=n Seoras They have also agt in principle to a 50-50 division of profit, 
although the precise method of securing this result may still require negotiation’ 
They are still bargaining fiercely on certain commercial of a settlement, 

ch as a guaranteed production-rate, but they are unlikely to make these breaking: 
Points, if the major questions are settled. The nationality of the operating 
‘companies is also an unresolved issue of importance. 


6. The, negotiations, conducted. by Her, Majesty’: Ambassador on 
Sompensation for A.LO.C. have inevitably made no marked progress, The 
Persians have tabled vast and imaginative Counter lait: and have suggested a 
mutual waiver. They are probably reconciled, however, to making some net 
Payment to A.1.O.C., spread over a number of years, although they will no doubt 
argue for as long as they possibly can. 
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7. The negotiations for a Payments Agreement between the United Kingdom 
and Persia, also conducted by Her Majesty's Ambassador, have made satisfactory 
progress, The Persians have agreed that the Consortium should make its payments 
to the Persian Government in sterling, and agreement on the extent to which this 
sterling may be converted into dollars is in sight. Final details are unlikely to be 


settled until the main Agreement between t 


imminent. 


Consortium and the Persians is 


8. The figures in paragraph (a) above, should be treated) as. strictly 


confidential until they are announced 


the oil Companies concerned. 


Paragraph 7 above is similarly for:your own information only at this stage, The 
rest may be used at discretion but, in general, we wish (o discourage speculation. 
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PERSIA: QUARTERLY REPORT 
Period April-June 1954 
‘Sir Roger Stevens to Mr. Eden. (Received July 15) 


(No, 33, Confidential) Tehran, 

Sit, July 8, 1954. 
{have the honour to submit my political 

report for the second quarter of 1954. 


Internal Atiniry 

The absence of an oil agreement, growing 
rumours of corruption, and the high cost of 
living increased the Government's. unpopu- 
larity, although the relative calm maintained 


by the Security Forces. is probably appre- 
ciated by many more Persians than would 
be willing to admit it. Opposition elements 
‘were not allowed much scope. The Tudeh 
continued to lie low. Although potentially 
they remain the most dangerous element in 
Persia, there was much talk, probably well 
founded, of despondency and dissension in 
their ranks, and no evidence to show that 
their efforts to create a “ popular front” 
were meeting with much success, ‘There 
was little excitement when the Court of 
Appeal finally confirmed Musaddiq’s 
sentence of three years’ detention.» The 
case is now scheduled to go to the Supreme 
Court, but there ks also talk of parliament 
impeachment. Kashani spent Ramazam in 
Meshed, and for the most part sulked in his 
tent. Fatemi spent his time between prison 
and hospital, Makki got no publicity. 

2. Purtiament also gave the Government 
relatively little trouble, . Serious opposition 
was limited and somewhat. incoherent; 
though a small group of extremist Deputies 
‘was becoming increasingly vocal by the end 
of June. Elections were virtually com- 
pleted during the quarter, except in @ few 
constituencies such as Kerman where Baga’t 
was arrested in June: and very soon re 
leased after a face-saving statement by the 


Prime Minister alleging that the arrest had 
taken place without his knowledge and 
consent. 

3. The most serious threat to the Govern- 
ment came not from the Opposition, but 
from'the Shab” At atime when they most 
needed his support he was vacillating and 
intriguing. He was probably largely 
responsible for the release of Baga’i and of 
Shayegan and other Musaddiq. supporters 
who had been in gaol since last August, He 
certainly flirted with Opposition elements 
in the Majlis and toyed with the idea of 
replacing Zahedi to the extent of putting 
the iden to the United States Ambassador 
and myself. But for stiffening from us and 
‘other quarters, who represented to the Shah 
the folly of changing Governments in the 
middle of the oil negotintions, Zahedi might 
have fallen, 


4. By the end of June, however, the 
Government had regained some ground. 
‘The Shalv appeared to be behind them once 

Hopes of an oil settlement were 
rising, though widespread. uneasiness per 
sisted, and Parliament was still behaving 
reasonably well. Typically, however, # 
number of extremist speeches in Parliament 
were attributed tothe influence of His 
Imperial Majesty, who keeps in with the 
Nationalist Opposition as a form 
reinsurance. 


5, The Government made mistakes, being, 
unduly heavy-handed in their control of thé) 
press, which led to sharp protests towards 
the end of June; and over-eager, perhaps: 
to suppress any outward signs of unrest 
which were few and far between. Corrup 
tion there undoubtedly was, though charge 
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levelled against’ members of the Govern 
ent themselves were probably exaggerated, 
if not actually devoid of foundation. On 
the whole, however, they again handled their 
incteasingly difficult task with skill. 


Economic 

6. The Government reduced the currency 
circulation and made some attempt, with- 
‘out success, to check inflation. The cost of 
living, and grumbling about it, continued to 
rise. The budget presented after the Persian 
New Year allowed for a large deficit on the 
Principle (as the Minister of Finance 
admitted) that something must again turn 
up, either further United States aid or 
advances against future oil revenues. Al- 
though Persia, while her oil revenues remain 
minimal, must be a permanent debtor with 
the outside world, her balance of payments 
Position at the end of the Persian. year 
(March) showed paradoxically a credit 
balance; this was, however, due t Injections 
Of United States dollars intended, as an 
Anti-inllationary measure, for the purchase 
Of corisumer goods from abroad but which, 
for a variety of reasons, importers. had 
refused to take up at the time the balance 
‘was struck (Persia has since reverted to her 
normal dependent position). Recently a 
few large orders for capital equipment (on 
generous credit terms) were placed, mainly 
in the United Kingdom (rails, tractors, &c.). 
There was another small grant of United 
States aid. The harvest, the most important 
clement in Persian economy, seems to have 
been good. 

7, Supor of Htaly and Idemitsu of Japan 
showed as much interest as ever in obtaining 
Persian oil, and there was a considerable 
number of shipments during the quarter. 
The Italian and Japanese Governments 
showed increasing reluctance to make 
difficuities for these companies, On the 
other hand, the Persian Government showed 
& marked’ reluctance to enter into new 
‘commitments. with independent would-be 
Purchasers, In fact, they appeared dis- 
turbed by the extent of the National 
Iranian’ Oil Company's existing commit 
ments, though there is reason to suppose 
that these may not be binding, This 
Feluctance may have affected the trade talks 
with Japan, which have been suspended for 
two months, 

Oil and other Foreign Affairs 

8. Oil negotiations began in mid-April 
With the long-awaited arrival of the Con- 
Sortium negotiators and their team of 
British, American and Dutch advisers and 
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a French observer. ‘The negotiations had 
been resumed by the end of the quarter 
after a four-week adjournment while the 
Consortium team consulted their Principals 
in London. Slow but steady progress has 
been made in spite of the limitations im- 
posed on Persian flexibility by past history 
and propaganda. There is no doubt that 
the Shah and the Zahedi Government are 
anxious to reach a speedy settlement and 
there is much optimism in official circles. 
In June the Government embarked on a 
useful propaganda campaign to prepare 
public opinion of which they are rightly 
nervous. The main points still at issue 
were (a) the formula under which the 
Consortium companies will operate in 
Persia; (b) the duration of the agreement; 
(c) volume of production and (d) compensi- 
tion for the Anglo-Iranian Oil Company. 

9. Agreement has virtually been reached 
with the Persians on the parallel issue of 
sterling payments, but opposition to. its 
erms are at present being encountered in 
Washington, 

10. By the end of June there were 
reasons for belitving that, in return for 
Persia’s abandoning her claim to Firuzeh, 
the Soviet Government would be prepared 
to make a number of minor territorial 
“concessions,” offering fairly favourable 
terms in the financial dispute as an added 
incentive. The Persian Government 
scemed to favour a settlement on this basis, 
but a substantial group in the Parliament 
was resisting the abandonment of the claim 
to Firuzch, It remains to be seen whether 
the Persians, or the Russians when it comes 
to the point, will be willing to take the 
plunge, 

11. The Government submitted a revised 
version of the Bill which had been sub- 
mitted in 1949 oF 1953 to the Majlis laying 
claim to the Continental Shelf in'the Persian 
Gulf. ‘The visit to Persia’ of Sheikh Jaber 
from Kuwait gave rise to reports that Persia 
proposed to establish direct relations with 
Kuwait. The Minister for Foreign Affairs 
assured me that the Government did not at 
present Intend to implement the Continental 
Shelf Bill (ce. by drafting regulations defin- 
ing the extent of the Persian claim), or to 
establish consular representation in Kuwait; 
they were, however, anxious to discuss 
~ outstanding problems” in the Gulf with 
us after an oil settlement. Mr. Entezam 
implied that Persia might be prepared to 
abandon her claim to Babrain in return 
for a quid pro quo, such as our recognition 
of Persian claims to the islands of Tamb 
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‘and the Musa. He also appealed for Her 
Majesty's Government's support in Persia's 
frontier differences. with Afghanistan and 
Iraq 


12, Anglo-Persian relations improved 
during the quarter, although the usual 
attacks on the Anglo-franian Oil Company, 
and to a lesser degree on British colonialism, 
persisted. The increased readiness of 
Persians to be associated with the British 
once again. was illustrated by the large 
attendance at the Queen's Birthday Party 
There was a significant reduction in rumours 
‘of Anglo-American disagreement which was 


unfortunately accompanied by increased 
srticism of the United States, The former 
may have been partly due to our efforts to 
persunde. the Persians that British and 
American aims are fundamentally the same, 
and the latter to an increase in Soviet 
propaganda directed towards Persia: 

13. Lam sending copies of this despatch 
to Her Majesty's Ambassadors at Wash- 
ington and Bagdad and to the Heads of the 
British Middle East Office at Fayid and 
Beirut, 

Thave, & 
ROGER STEVENS. 
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RELATIONS BETWEEN THE SOVIET UNION AND PE: 
CONNECTION WITH THE TURCO-PAKISTANI PA‘ 


Sir Roger Stevens to Mr. Eden. (Received July 20) 


(No, 56. Confidential) 
Sir, 


Tehran, 
July 17, 1954. 


L have the honour to report that on the 8th of July the Soviet Ambassador 


a to the Persian Minister for Foreign Affairs warning Persia 
See openoT the Turco-Pukistani Pact. . Mr. Lavrentiev left an Aide- 
jémoire with Mr. Entezam, the text of which was broadcast from the Soviet 


Union without the Persian Government's 


having, been consulted, 


2, As reproduced. in the local Press, the Soviet Aide-Mémoire reads us 


follows ;— 


~ Recently there have been Press reports in Persia and abroad about 
measures designed to secure Persia's alignment with the aggressive Turkey- 
Pakistan Pact concluded last April. Such measures are reportedly being taken 
by the United States and a qumber of other Governments. It appears that at 
A meeting between Mr. Heriderson, United States Ambassador, and Mr. 
Zahedi, Prline Minister of Persia, cetain military measures were Undertaken 
by the United States Government in the Middle and Near East. ‘The meeting 
particularly attracted the attention of the Soviet Government which, therefore, 
Grew the attention of the Persian Government to the obligations which they 
contracted under the security and neutrality agreement concluded between 
Persia and the Union of Soviet Socialist Republics on the Ist of October, 1927. 
‘According to this agreement each of the contracting parties undertakes not to 
participate in any way in political pacts and alliances against the land and 
maritime security and against. the independence, territorial integrity or 

i the other contracting part) 

EY pat Government wih to receive the necessary explanations from 
the Persian Government in connection with the subject of this note. 


3, This démarche follows a recent Ve od nar attack in Pravda on United 


States activities in Persia, the text, of wh 


jich was widely distributed here by the 


Tass representative to Parliamentary and official circles, including the 
pent department of the Mipistry of Foreign Affairs. The substance of the 
‘Aide-Mémoire and the manner of its publication have been widely criticised in 
Parliament and in the Press, where the Pravda article had already aroused 
resentment. In the Senate Mr. Entezam has expressed disapproval of the démarche, 
While reaffirming Persia's neutrality. Press comment denies any foundation for the 
Soviet protest, criticises the timing and manner of its delivery and accuses the 
Soviet Unton ot Raving broken the 1927 Treaty when Persia was occupied in 1941. 


‘The tone of one artic 


in Kaihan is reported to have occasioned another critical 


Soviet broadcast which in turn has led to counter-comment. 
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4. Mr. Entezam told me recently that he was personally offended at the line 
taken by the Soviet Ambassador. He had given Mr. Lavrentiey explicit assurances 
that Persia was not intending at the present time to join the Turco-Pakistani Pact 
Hor was any pressure being put upon her in that direction. Nevertheless, the Soviet 
Government had elected to base their representations on newspaper stories and on 
hypothetical assumptions regarding what had taken place in conversations between 
the Prime Minister and the United States Ambassador. 


5. Mr. Entezam said he was never very good at fathoming Soviet motives but 
he thought that the timing of this move was extremely bad, The Persian 
Government had made great efforts with Parliament to obtain approval for an 
agreement with the Soviet Union on economic and frontier questions; but in the 
light of the Soviet démarche it was doubtful whether the agreement would now 
receive approval. (As already reported prospects of an agreement were thought 
to be good; but I have since heard that some Members of Parliament are ursin; 
that any agreement should include revision of Article VI of the 1921 Treaty, whic 
defines the conditions under which the Soviet Union “shall have the right to 
advance her troops into the Persian interior.”) When before the Soviet 
Ambassador's action, Mr. Entezam had complained to Mr. Lavrentiey about the 
Pravda article, the latter had insinuated that this might be an excuse for evading 
agreement with the Soviet Union. This had considerably annoyed. Mr. Entezaim 

ter all the trouble that had been taken to get it through. He wondered now 
whether the Soviet Government genuinely wanted an agreement at all, Perhaps 
they had only been using the prospect of it as a stepping-stone to. extortine 
something else from Persia. Rumours had been circulated to the effect that before 
the agreement was siened the Soviet Government would demand the withdrawal 
of the United States Military Mission in Persia and the termination of United States 
military assistance, Rumours were now circulating that the oil agreement would 
be made conditional upon Persia joining the Turco-Pakistani Pact. might 
have been the reason for the timing of the representations. As I knew, there was 
no truth in the reports but the Russians, who had no doubt inspired them, might 
find it convenient to believe them, 


6. Mr. Entezam said that the draft 


i t ly to the Soviet Aide-Mémoire would 
shortly go to the Council of Ministers. (He has since informed me that it will 
probably be delivered to Mr. Lavrenticy to-morrow.) I did not ask him specifically 
about its terms but T gathered that the position of the Persian Government was 
that the 1927 Treaty was still valid but would not, in their view, prevent Persia 


from joining a defensive pact if they wanted to. They would regard this as entirely 
consistent with Article 52 of the United Nations Charter, Their line was that they 
did not intend to join the pact at present, but they certainly did not propose to 
slam the door on the possibility of doing so some time in the future, Mr. Entezam 
then repeated views expressed to me earlier that he personally did not think it would 
be wise for Persia to join the pact while she was weak militarily and economically 
and while the Tudeh Party was still active, He also mentioned that there was on 
the part of the public considerable mistrust of the Turks who still thought by the 
ignorant to have territorial ambitions in Azabaijan. He implied that it would be 
necessary to improve Turkish-Persian relations before any question of joining the 
pact could be considered, 


7. 1 told Mr. Entezam that in the view of Her Majesty's Government any 
uestion of timing would be a matter for the Persians. There was certainly no 
isposition to try to rush them into any hasty action, At the same time, Her 

Majesty's Government would, I thought, consider it unfortunate if any reply to 

the Soviet Note slammed the door as regards the future, He assured me that this 

would not be the case. 


_8 Mr. Entezam is not alone in speculating about the reasons ‘underlying the 
wiet protest. Few Persians take it at its face value. Some claim that it is 
designed to frustrate an oil settlement, or the Soviet-Persian negotiations, or both; 
some forecast that the Soviet Government will now press for a renewal of thelr 
‘il concessions in the north; some hardy anglophobes maintain (with remarkable 


faith in our powers) that the British provoked the protest in order to undermine 
United States influence, 


9. Whatever the Soviet motive, the immediate effect can hardly be said to 


have helped the Soviet cause. There has been a wave of support for the 
Government in which even the opposition in Parliament has feoned, and. a 
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corresponding decrease in criticism. It would, however, be over-sanguine to hop= 
that these effects will prove more than temporary. 

10. I am sending copies of this despatch to Her Majesty's Representatives at 
Washington, Moscow, Ankara and Baghdad, to the United’ Kingdom High 
Commissioner at Karachi, and to the Heads of the British Middle East Office at 
Fayid and Beirut. 

Thave, &. 
ROGER STEVENS. 
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AN APPRECIATION OF THE TWO HOUSES OF THE 
PERSIAN PARLIAMENT. 


Sir Roger Stevens to Mr, Eden. (Received July 27) 


(No. 59. Confidential) Tehran, 
Sir, July 22, 1954, 

Thave the honour to submit an appreciation of the two Houses of the Persian 
Parliament, the Majles and the Senate. which recently began their summer recess 
after about three months of activity. Apart possibly from a few aif ioc mectings 
fo clear Up one oF two outstanding matters, they are not, expected. to. reconvene 
until the 24th of August. 


2. Neither House yet has its full complement of members. There are 129 out 

of 136 Deputies, and 5$ out of 60 Senators, 27 of the 30 elected Senators and 28 

of the 30 appointed by the Shah. About haif the members of each House are new. 

Another interesting feature is the relatively large number of Deputies in their 

twenties or carly thirties, some of whom are clearly not yet accustomed to their 

ion. (AC the reception I gave for The Queen's lay a few of the younger 

4 arrived, obviously overawed, with their invitations in their hands) 

Unfortunately, s0 far as one can see, these younger elements are not representative 

of the more progressive youth of the country and owe their postion largely to 
nepotism ot local family influence. 


3, Both Houses are the product of elections in which there was considerable 
interference, General Jahanbani, the Acting-Minister of the Interior at the time 
and since killed in a motorcar accident, was generally credited with having gained 
considerable financial benefit from the lings, and the Court was a very active 
participant. Government and Court interference was not co-ordinated and there 
was a number of more or less serious conflicts between the Shah and his Prime 
Minister, 

4. Absence of organised political parties in Persia, apart from the proscribed 

h Panty, combined Sri the ndivadoatacn nad opportunism of Persian 
politicians, makes it difficult to define at all satisfactorily the significance of the 
‘groups in the Persian Parliament. It is not unknown for a Depaty to be associated 
at one and the same time with more than one group of * fraction,” as they are 
appropriately called, and the “fractions” rarely have any clearly defined 
programme or organisation. The lack of reasonably stable political alliance gives 
an opportunity to any association of members of Parliament, however small, to 
play a disproportionate role in the proceedings if it maintains a certain degr 
of cohesion and makes itself heard sufficiently loudly and often, Dr. Musaddiq’s 
National Front in the XVIth Majles was a clear demonstration of this. 

4. In the present Majles, a number of * fractions" have already been formed, 
of Deputies from the same region, of personal friends, and of Deputies generally 
associated with the Shah or the Government. There is one “fraction ™ which is 
more or less in tion, although it does not include all the Deputies who do 
not favour the Government for one reason or another. Originally called 
“ Raushanfekran " (The Enlightened) it is now known as “Iran-e-Nau” (New 
Iran) and consists of fifteen or so Deputies. ary cea a ‘mixture. Amongst 
them are Shams Qanat-Abadi. a self-satisfied follower of Kashani's, Jafrudi of 


SECRET 


SECRET a 


Resht reputed to be a Tudeh fellow-traveller, Jahangir Tafazzuli, @ newspaper 
editor of Musaddiq leanings and with close Court connections, Jazaeri a 
Collaborator of Makki's, and Dr. Amid, Head of the Law Faculty of Tehrin 
University and again close to the Shah.’ They lack an acknowledged leader ot 
Jeaders and any clear policy, but it is from them that inost of the more demagozic 
and anti-Government speeches have come. They cin be troublesome und could 
be even more so, but on present evidence I doubt whether they will be as effective 
as Dr. Musaddiq’s National Front group, which was more compact and more 
determined. Haerizadeh, one of Musaddiq’s old colicagues who later turned 
against Musaddig has 50 far had very litle to say in the Majles, but could perhaps 
be dangerous if had a suitable opportunity later, 


6, The Senate, which was suppressed by Musaddig, is by nature a more 
staid body. It contains x number of influential personalities who, although at 
heart o to the Government, are on the whole responsible enough not to 
attack the Government during the oil negotiations. A ease in point is Dr. Eqbal 
who, as well as having Prime Ministerial ambitions, hag a grudge against 
General Zahedi for preventing his election to the Vice-Presidency. A few other 
Senators also see themselves as future Prime Ministers, but have not so far allowed 
their ambitions to get cut of hand. Voeal opposition has been left to a very small 
roup including Varasteh, at one time. Musaddiq’s Minister of Finance, and 
ivanbaigi, both appointed to the Senate by the Shah, and Lesani: but the 
atmosphere of the Senate is less favourable to demagogy than that of the Majles, 


7. The general impressions of both Houses as legislative bodies ix that they 
are not much different from their recent predecessors, that they can hardly. be 
expected to take any constructive or imaginative action on theit own initiative, 
and that their members will, generally speaking, content themselves with using theit 
Positions look after theit own and their frends’ private interests. “The Majles 

as fewer personalities than usual. This could be an advantage, given a firm lead 
from outside. 

8. In this respect, it is generally accepted that the Shah's writ runs larger 
than the Government's and that in the final analysis his word would be decisive. 
Unfortunately, His Majesty's cannot content himself with taking a firm and 
consistent line with the Deputies and Senators, but must also intrigue with, and, 
1 suspect, directly or indirectly encourage, elements who are not merely opposed 
to the present Government but who are clearly associated with the persons who 
nearly lost him his throne less than a year ago, It is significant that almost all 
those Members of Parliament who have criticised and attacked the Government 
during the recent session are known tobe in personal touch with the Shah. In 
recent weeks and in connection with the oil settlement, His Majesty seems to 
have counselled rather more moderation on this wing of his acquaintances, but 
it would be foolish to imagine that this represents any real change of heart. 

9. A point of overriding interest is the attitude which the Parliament might 
be expected to take towards ratification of an oll sellement," When T college 
the Presidents of both Houses some time ago, Sardar Fakher and Hakim-ul-Mulk 
both assured me without hesitation that they did not expect any serious trouble, 
although no doubt, and especially in the Majles, there would be some noise from 
the “ Opposition.” Nothing has happened in the meantime to suggest that they 
might wish to change this view. In fact the last few weeks, as the oil negotiations 
have been approaching a decisive stage, there has been a tendency. for criticism 
of the Government to decrease and for persons not too committed to opposition 
to make a show of benevolence towards the Government. This tendency has been 
strengthened temporarily by the recent Soviet démarche (my despatch No. $6 of 
the 17th of July). However, in spite of the reassurances of the two Presidents nd 
the other encouraging signs, I doubt whether the passage of the oil agreement will 
be without incident. Those members of the Majles brought up on Musaddigism 
could hardly let an agreement go by without striking a demagogic attitude in an 
effort to increase their present Popularity and, perhaps more important, in order 
to leave them room for manoeuvre in the future." Unfortunately, any i 


however simply and clearly drafted, is bound to give them an opening. It is 
Yoo much to expect even educated but uninitiated persons, not to’ speak of the 
‘Mass of the people, to understand all the complexities of Se Ee rf 


among such persons there are many Who, as regards oil, are to suspect hidden 
traps. Nor is it enough if a Depaty understands a problem for him to comment on 
it fairly and responsibly. (Only recently, Dr. Husain Pirnia, who has had 
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considerable experience of financial matters, seemed. deliberately to misunderstand 
and misinterpret the Government's Bill on the fiduciary cover in order to. draw 
attention to himself) Some of the issues in_an oil settlement, such as contro! of 
the industry and ‘compensation, have an emotional conient irresistible to 
demagogues and, although on balance I think the chance of ratification is good, 
we should therefore be prepared for fireworks. 

10. The other main’ point of interest is Parliament's attitude to the 
Government. An appreciably larger number of members than appears’ from the 
size of the " Opposition " is opposed to the Government for one reason ot another 
such a personal ambition, antipathy towards the Prime Minister or of ons or other 
of his Ministers, or sik ofthe military's playing # leading part in pois. Those 
of them not in the Opposition,” however, seem willing to hold. their hand wath 


an oil settlement has been reached and ratified; and even more important is that 
the Shah now seems to have accepted that the present Government should. be 


allowed to carry the oil agreement through, and to be letting this view bs known. 
Afterwards the Government's real difficulties will start. There are a number of 
contenders, the Shah will be seriously tempted to vacillate aesin, and Parliament 
is bound to become more restless. Although it is outside the scope of this 
despatch, I might add that although there is much talk of the need for reform, 
and a few aaa elements in the country are genuinely and seriously consides 
how reforms could be carried out, nx far as T can see at the ny ray change ef 
Government afer ratification of the oil agreement would in all probability. me 
only a change of faces and quite likely a change for the worse, 


11, 1 am copying this despatch to Her Majesty's Ambassadors at Baghdad 
and Washington, and to the Head of the British Middle Esst Office, Fayid 


T have, &. 
ROGER STEVENS. 





P 10115/15G No. 27 
SETTLEMENT OF ANGLO-PERSIAN OIL DISPUTE 


(No. 36, Guidance, Confidential) Foreign Office, 
(Immediate) ‘August 3, 1954, 
“Agreement in principe between the Consortium and the Persians is likely to 
be announced at 15-00 hours G.M.T. on August 4. There will be the following 
announcement 
(a) A joint statement by the Persian Government and the Consortium 
sotiators On the details of the agreement. to be released in Tehran, 
(b) A unilateral statement by the Chairman of the Consortium negotiators, 
Mr. Page, on leaving Tehran, * 
(c) If agreement has been reached on compensation, a joint statement by the 
‘Persian Government and the A.1.0.C- on negotistions in Tehran, 
(a) Possibly a joint statement by the Persian Government or Her Majesty's 
Embassy on beth arrangements. 
(e) A statement by Her Majesty’s Government to be released by the Forcign 
‘Office at the same time as the Consortium statement in Tehran. 
() A statement by the Anglo-franian Oil Company commenting on the 
‘compensation agreeemnt, 


2. The texts of (a), (c) and (d) if made, (e) and (f) will be carried in the London 
Press Service, August 4. 

3. In comment, you should be guided by Information Department's 
jetter No. PGTHI1/6 af July 29.. The answers enclosed should only be used if the 
individual items of the agreement to which they refer have been announced. You 
may use them also in confidential discussion with members of the Government to 
which you are accredited. Please make copies ‘of the enclosure to the letter 
available to your United States, French and Dutch colleagues, and to the senior 
British representatives of the oil companies in your territory (with the exception of 
Shell at Damascus and Irag Petroleum Company, &., in Qatar), 
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4. You should be guided also by my Intel No. 163 adding as appropriate the 
following points: — pid abi 
(@ we hope that the settlement will contribute to political stability in the 
___. Middle East as a whole, and 
(ii) the oil revenues are essential if. as we hope, there is to be » stable and 
independent Persian Government. 
Tent of statement (f) provides the guidance on compensation promised in 
Intel No, 163, You should use it to explain how Persian acceptance of a new 
agreement and payments made by other members of the Consortium have altered 
the whole basis of A.1.O.C’s claim. 
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REPORT ON A NOTE COVER ACT BROUGHT INTO FORCE ON 
JULY 21 


‘Sir Roger Stevens to Mr, Eden, (Received September 17) 


(No. 71. Restricted) Tehran, 
Sir, September 8, 1954. 

I have the honour to enclose the text of a Note Cover Act which came into 
force on the 2ist of July, The main object of this Act 1s to give the Bank Melli 
more latitude in adjusting the volume of currency in circulation according to the 
country’s needs. 

2. The Act allows a start to be made in reducing the heavy debts incurred by 
the Musaddiq Government towards the Bank Melli and will serve to discourage 
future Governments when in financial dificltes from having recourse to the 

ja i 


3. Singe 1947 Persia has been without any legislation regulating the Note 
Cover. In that year the Majlis annulled the existing legislation, and for a variety 
of reasons no alternative law was voted until July of this year. Until 1951 the Note 
Cover remained on the same basis as prior to. 1947, the note issue being covered up 
to 55 per cent. by gold and up to an additional 22 per cent. by foreign exchange 
convertible into gold, In 1952 the Musaddiq Government gave itself authority to 
issue new notes up Lo 40 per cent. of the amount in circulation in August of that 
yeur without increasing the note cover. The whole of this amount (3,120 million 
Tials) was put into circulation before the fall of the Musaddiq Government with 
4 result that the note circulation reached a figure of 10,920 million rials 


4. In contrast, the Government of General Zahedi decided not to issue any 
further notes without 100 per cent, backing, and when it proved necessary to issue 
450 million rials of notes in October 1953, $14 million of United States aid were 
deposited as a guarantee with the Bank Mel. Subsequently it proved possible to 
reduce the volume of notes in circulation by 161 million rials, as a result of which 
the Government was able to redeem $6 million, 


5. The new Act will have three main effects, In the first place it gives the 
Government a little badly needed room for manoeuvre, At the time the Act 
ame into force the gold and foreign exchange cover amounted to 43°48 per cent, 
Of the note issue. Under the new act this cover need only amount to 40 per cent, 
Of the note issue, of which 35 per cent, must be in gold and 5 per cent, in foreign 
exchange convertible into gold, 


6. The Government can thus do one of two things. Either reduce the cover 
by the equivalent of 3-88 per cent. of the total issue without reducing the number 
of notes in circulation, or alternatively leave the amount of gold and forei 
exchange allocated to the note cover unchanged but increase the note issue by 
approximately one billion rials. Although no announcement has been made 
T understand that the Government have so far chosen the former course by 
Withdrawing $7,500,000 of United States emergency aid funds from the note cover. 
These dollars have been used to meet Persia's pressing need of foreign exchange. 
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7. ‘The Second and more important effect of the act isto allow the Government 
to increase the gold and foreign exchange cover for the note issue up to « maximum 
cof $30 million above the present level. On the basis of 40 per cent. and taking 
the dollar at its official value of 32-50 rials, this means that the Government could 
increase the note issue by up to 2,400,000 rials or approximately a quarter of the 
resent issue. 

8. Finally, some provision has been made in the act for the reduction of the 
Government's indebtedness to the Bank Melli, which amounted to. over twelve 
billion rials at the end of March of this year. Under the act the National Iranian 
Oil Company are to umortise their debt to the Bank Melli over a period of six years 
beginning one year after the entry into force of the act. From the same date the 
Government are also to hand back to the Bank Melli their share of the bank's 

rofits until such time as the Government's debt to the bank has been extinguished. 

‘understand that the Government's share of the bank profits amounts to some 
200 million rials a year. The bank is enjoined not to grant any loans in future, 
either to the Government or to semi-official organisations, except for productive 
purposes, 

9. 1am sending a copy of this despatch to the Commercial Relations and 
Exports Departments Board of Trade, Her Majesty's Treasury, and the Exports 
Credits Guarantee Department. 

Thave, &. 
R, S. STEVENS. 


Enclosure 
NOTE RESERVE ACT, 1954 


(Commencement : July 21, 1954) 

Section 1 
The Bank Melli note reserve control board shall ensure that the following 
reserve shall exist in connection with notes printed until the commencement of 


this Act or which will be printed later 
(a), A minimum of 40 per cent. in gold and gold convertible or gold guaranteed 


currencies, provided the gold proportion shall never be less than 35 per cent. of the 


total reserve, 
(b) The maximum proportion in gold ios eae convertible or guaranteed 


currencies above 40 per cent, which may be added to the reserve shall not exceed 
dollars U.S.30 millions calculated at the official rate of 32-25 rials per dollar. 

(c) The remainder of the note reserve to 100 per cent. shall comprise 
Government stock. The jewels enumerated in the Act of Aban 25, 1316, shall 
represent the guarantee of the pledged Government stock. They shall be placed 
under the authority of the ote reserve control board. 

‘Note I—Gold pledged as note reserve on the day of the conimencemént of 
this Act may not be withdrawn from the control of the note reserve control board 
Itshall be used exclusively as note reserve, as provided uncler (a) above. 

Note 2.—The value of the gold of the note reserve shall be calculated on the 
basis of 1 gramme gold ~ 36-290,133,35 rials; foreign currencies shall be valued in 
accordance with International Monetary Fund rates and on the basis of 1 dotlar= 
32-25 rials. 

‘Note 3.—Iran’s share in the International Monetary Fund and the International 
Bank for Reconstruction and Development (as provided in the Acts of Dey 6, 1324, 
and Farvadine 26, 1327) shall be made part of the note reserve as provided under 
{al above, 

Note 4—The amount of Government stock which shall be made a part of the 
note reserve shall be subtracted from the debts falling due by the Government to 


the Bank Melli banking department, 


Section 2 

i ‘of 1 (b) of this Act shall be the object of a proposal of the 

Beak Melt be: approved bya joint committee composed of the Bank Melli higher 
council and note reserve committee members. — “e 

—IJoint jittee meetings shall be called to order when no less than 

five eee ot the bank higher council and five members of the note reserve 
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Control board are present. Resolutions shall be voted by no less than seven 
‘members among the ten members present, and if the latter's number is greater, by 
not less than two-thirds of the members present. 


Section 3 
A decision to withdraw notes from circulation or to replace these notes by like 

notes or by other classes of notes may be taken only on a proposal by the Bank 
Melli approved by the joint committee provided under Section 2 above. The 
decision shall be submitted for Cabinet approval. 
Replacement of notes shall be done within a period which shall be the object 
of a public notice, At the expiration of this period, the notes withdrawn shall be 
demonetised. The withdrawal period shall never be less than one year. 
__Note—The difference between notes printed and notes withdrawn from 
circulation shall be paid to the Government. As long as any Government 
indebtedness to the bank exists, their amount shail be borne on Bank Melli banking 
department accounts. 


Section 4 

The Minister of Finance shall represent the Government in the note reserve 
control board, Two representatives from the Lower House of Parliament, elected 
4s provided under Section 29 (note) of the Bank Melli Statutes Act, shall be members 
of the board. They shall serve until their successors have been elected. 

Note—The Government Inspector to the Bank Melli shall not, under any 
pretext, serve in any capacity in Government departments. or in organisations 
sponsored by the Government. 


Section 5 
tant Ordered abroad by the Bank Melli shall be exempted from Customs 
luties. 


Section 6 

The Government shall: — 

(a) From the beginning ofthe year 1334 (March 21,1955) and within a period 
of six years, refund all loans made directly or indirectly through the Bank Melli by 
the National Iranian Oil Company. These refunds shall be made in six equal 
annuities from the company’s revenue. 

(b) From the ng of the year 1334 pay its share of Bank Melt protits 
to the bank banking department as long as it will be indebted to it. These refunds 
shall be deducted from the Government indebtedness to the bank 


Section 7 

Loans which may be granted in the future by the Bank Melli, banking 
department under the legislation in force to the Government, the Seven-Year Plan 
office, city corporations and companies and organisations founded with public 
fuznds shall be earmarked exclusively for economic development and the increase 
of national production. 

Banks established or to be established with public funds shall be excepted 
from this rule provided they earmark the loans granted to them to loans to the 
Government, city corporations or for non-productive purposes. These loans may 
be thus granted to companies and organisations established with public funds. ‘The 
Minister of Finance shall ensure that loans enumerated in this section shall be 
exclusively earmarked to the country’s economic’ development and. national 
Production. 

Note 1—Whereas the capital of the Mortgage Bank has been subscribed to 
8.50 per cent. proportion by the Minister of Finance end 50 per cent. by the Bank 
Melli, has been only 33 per cent, paid up, the Bank Melli shall, with a view to 
extend Mortgage Bank operations, pay to it 150 million rials within three months 
from the commencement of this Act. 

The Bank Melli shal pay its share by earmarking the diference arising from 
the alteration provided by present Act in the proportion between the note 
Feserve and the note circulation. 

The amount thus placed at the Mortgage Bank's disposal shall be used 
75 per cent. in the provinces and 25 per cent. in Tehran. 
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‘Note 2—From the funds originating from the difference in the proportion 
between the note reserve and the note circulation, 50 million rials shall be paid to 
the pawnbroking bank’s capital. 

Nove 3.—The Bank Mell Iran shal, from the day of the commencement ofthis 
‘Act and within a period of six months, by collecting a 3 per cent. commission, 
pay 30 millon rae to the Agricultural Bank, This sum shall be earmarked by 
this bank for the grant of loans in the provinces. ea a 

Note 4—Any infraction to the provisions of this section shal an 
ilegal intervention into public property and be prosecuted under the legislation in 
force. 

Note 5-—Warehousing fees and commissions collected by the pawnbroking 
bank on movable property committed to its care shall not exceed one per cent. 
for a loan not exceeding 10,000 rials and 4 per cent. for loans exceeding this amount. 


Section 8 : 
Sommission rates collected on all Government debts, including interest rates 
and comnsimid other charges shall be determined by agreement between the 


Minister of Finance and the bank Melli. 
Section 9 

‘Any Act or section of an Act contrary to these provisions shall be deemed to 
have expired. 
Section 10 

ions for the application of this Act shall be drafted by the Bank Mellt 

and sputived by the joint committee Under the provisions of Section 2 above, 
They shall come into force after their approval by order. 


EP 1017/3/G No, 29 


COMMUNIST CONSPIRACY IN THE PERSIAN ARMED FORCES 
AND POLICE 


‘Sir Roger Stevens to Mr. Eden. (Received September 17) 


Secret Tehran, 
st : September 15, 1954. 
In my lax fortnightly political summary (my telegram No. 6 Saving ‘of the 


the discovery of a Communist organisation operating 
inthe Feo repeal Security Forses. [now have the honour to submit & 
fuller report, which is based partly on information from secret sources. 
Investigations are still i, but it is already very clear that the 
occas Was extensive and Gangerous,” The facts seem to be as follows. 
|. Sabotage in the Persian Air Force and Navy last autumn was followed 
ieten somal, thorough enquiry into the loyalty ‘of members of the Forces, 
namely the Army, Air Force, Navy, Gendarmerie and Police. One person on 
whom suspicion fell was a certain Abul-Hasan Abbasi, a former Army Captain 
who had been dismissed the service for insubordination. Abbasi, learning that he 
was under suspicion, attempted to leave Tehran but was followed and arrested at 
the railway station. He was carrying incriminating documents. Many of these, 
and other documents found soon afterwards, including lists of the organisation's 
members, were in a geometrical code which proved difficult to break. This has 
prolonged the task of rounding up suspects, 
stantial number of arrests had been made and rumours had 
Pe no Epp terme retten 
down the size of the conspiracy. Shortly afterwards, however, Press reports 
appeared which were near the truth. The Government, anxious not to alarm the 
Suapects still at large, and sensitive as to the effect of these revelations on public 
Confidence, temporarily suppressed or threatened to suppress a number of 
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newspapers, including some of their firmest supporters. However, growing public 
Uneasiness soon obliged them to abandon their attempts at reticence and they have 
now issued a communiqué, a translation of which is enclosed, admitting the 
Seriousness of the conspiracy. In addition they have clearly been supplying the 
Press with detailed informa 


5. The organisation is reported to have betn headed by a three-man 
committee consisting of Khusrau Ruzbeh, a former Army Captain and well-known, 
‘Communist who had bezn imprisoned for subversive activities and escaped (more 
than once, for the last time in 1950); a Colonel Siamak of the Gendarmerie; and a 
Colonel Mubashsheri of the Judge Advocate General’s Department, These three 
also formed part of a seven-man executive committee, the other members being 
the Abbasi mentioned above, two Air Force lieutenants and a Staff College major. 


6. It is announced today that so far 434 officers and students have been 
arrested. About 250 more are known to be under surveillance and some 1,000 
N.COs to be connected with the organisation, The names of over 100 of the 
officers arrested have been released to the Press They illustrate all.too clearly 
the extent of penetration. It appears that many of the officers involved joined 
tie Tudeh Party during the Musaddia régime and that many of them owed their 

Ivancement to it. The Army, Gendarmerie, Police and Air Force all figure and 
among officers whose posts are given are to be found representatives of the Judge 
Advocate General's Department, the Military Academy, the Staff College, the 

itary Police, provincial garrisons and the Prime Minister's Guatd, The offices 
of the General Stal, Military Governor of Tehran and Chief of Police are known 
to have been affected also, Even the Military Intelligence Bureau was seriously 
penetrated both in Tehran and in the provinces. The Government have denied 
oports that officers of the Shah’s guard were implicated, but it is known that (wo 
of them have been arrested, A cousin of the late Shah is also in custody, One or 
two officers have committed suicide, 


7. There has been considerable speculation about the aims of the organisation 
and their relations with the Tudeh Party and the Soviet Embassy. It is believed 
by some in authority that the organisation were planning to create extensive 
disturbances to prevent ratification of the oil agreement, The arrest of a number 
of employees of the National Iranian Oil Company at Abudan, including some in 
key refinery posts, and of officers there lends some colour to this. There have also 
been unconfirmed reports in. the Press that the organisation intended to attempt 
a coup d'état in a few weeks" time, But there is no evidence that they felt strong 
enough to attempt this and it seems unlikely that they would have risked their 
position by overt action at this stage. ‘The general impression is thal they wore 
concentrating on intelligence work and on building up their strength, 


8, There is conflicting information about the source of their instructions and 
finances. According to some reports they were receiving @ regular subsidy from 
or through the Tudeh Party and Dr. Ghulam Husain Jaudat, well known for his 
Communist associations, is generally mentioned as their link with the Party's 
Central Committee. | However, they seem to have been careful not to associate 
themselves with ordinary Tudeh party activities and the Minister for Foreign 
Affairs told me a few days ago that they were controlled directly by the Soviet 
Embassy and not through the Tudeh Party, He said that this point was not being 
‘emphasised (though there have been passing references to it in the Press) in order 
to avoid trouble with the Russians. In fact the Persian Government appear to 
be deliberately emphasising that the plotters were closely connected with the Tudeh 
Party in order further to discredit the Tudeh. 


9. The Russians here in Tehran scem thoroughly embarrassed. In reply to 
@ question of mine Mr. Entezim said that the Soviet Military Attaché (Colonel 
Rodionov) was already being transferred to Ankara and that the Persian 
Government were not at the moment contemplating asking for the removal of any 
member of the Soviet Embassy. I gather that in fact no informtion has been 
Uncovered so far which discloses what members of the Soviet Embassy or satellite 
Legations may have been implicated and for this reason no diplomatic expulsions 
are at present contemplated, x 


10. Mr. Entezam also told me that the Persian Government were reasonably 
Senfident of having effectively suppressed the Communist organisation. in thy 
y 


Forces though certain ringleaders, meaning Persians, Armenians or 
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in attracts 
the 


To penet 


Persia. 
form of security 


14, To sum up the evidence at present available and the information given 

to me itis clear that :— 

(i) The Persian Government have uncovered a large-scale Communist 
Conspiracy centred in the Army, Gendarmerie and Police. 

(ii) The scale of ponetration of the Army and Police and the calibre of the 
‘conspirators indicates that their organisation might have been able to 
carry out a political coup as well as purvey information to the Union 
of Socialist Republics. 

(ii) The conspirators were in touch with the Russian Embassy in Tehran. 

(iv) For their own political purposes, the Persian Government are making it 
‘appear that the conspiracy was closely connected with the Tudeh 
Party, in order to discredit it. 

15. 1am sending copies of this despatch, with enclosure, to Her Majesty's 

tatives at Ankara, Baghdad, Moscow, Washington and the British Middle 
East Office at Fayid and Beirut, 
Thave, &e, 


ROGER STEVENS. 
Enclosure 
Extract from TeHman Press Review, No, 720, dated Monday, September 13, 1954. 


“Tt had been felt for some time that agents of the Tudeh Party had infiltrated 
the security forces and were eng in obtaining information, neutralising the 
measures taken by the security forces and spreading discontent among the ranks 
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of the Army, Gendarmerie and Police. These secret activities increased as time 
Went on and their espionage ring was covering an ever-widening field. The 
Publication of certain seerettoformation concerning the security organisations in 

‘udeh papers left no room for doubt that Tudeh agents had succeeded in deceiving 
a number of weak-willed officers and in turning them into their tools to carry out 
their treacherous work by making these officers spy for them in the Army, Police 
and Gendarmerie. 


In order to effect a thorough purge in the security organisations of base and 
treacherous elements, special agents were put on the job and eventually succeeded 
in discovering the secret Tudeh organisation and to arrest several treacherous 
officers who had placed themselyes at the disposal of traitors for whom they spied. 
Valuable and revealing documents were discovered in the houses of the arrested 
officers that threw light on the secret connections between the Tudeh Party and 
some individuals leading to the arrest of other officers attached to the mil 
ring of the Tudeh Party. - Thus all the officers belonging to the military organisation 
of the Tudeh Party who were spying in the Army, Police and Gendarmerie under 
the direction and in the interest of that Party have been recognised and arrested, 


The great majority of the arrested officers have confessed their guilt in the 
face of irrefutable documents and some of them are repentant and are asking for 
pardon. The Military Governor of Tehran can now inform the public that with 
the arrest of these dastardly officers engaged in espionage in the interest of others 
and to the prejudice of their country, the Tudeh influence in the security 
Organisations has been eradicated and the base agents of that Party have been 
swept out of the Army organisations, 


It is regrettable that such an unpleasant news about the treason of some vile 
officers should be given to the public by the Military Governor's Office but it is a 
matter of rejoicing that the security organisations have been purged of these 
treacherous elements through the recognition and arrest of these men whose ( 
will shortly bevin and who will be punished for their treason according to the law. 


EP 1051/33 No. 30 
ANGLO-PERSIAN RELATIONS. 
Sir Roger Stevens to Mr. Eden. (Received September 24) 


(No, 62 Saving. Secret) Tehran, 

(Telegraphic) September 22, 1954, 
ad _ had. an audience with the Shah on September 21. We talked for an hour 

‘and a half, 


2, His Imperial Majesty opened by saying that the hand of Provkience ad 
in been at work and had saved him and his country. It had been at work 
2 the events of August 1953 and he could find no other explanation for the 

cle which had exposed the Communist plot in the Persian army and perhu 
averted a catastrophe. He said he was quite certain, in his own mind, that the 
plotters intended violence during the passage of the oil agreement through the 
Majlis and that he himself and several of his Ministers were intended for destruction, 
(M. Ala, the Minister of Court, had told me the same thing on miy way in to the 
audience. He said that the Government was doubling ils precautions when the 
Shas moved about and was pressing His Majesty quickly to name a successor. In 
M. Ala’ view he would have to be the next brother, Prince Ali Reza.) His Majesty 
J that there was no definite evidence to support his (heory, but he believed 
ploticrs intended to create chaos in the ext few weeks which at worst 
from their point of view would prevent ratification of the oil agreement, and at 
best might have produced s complete breakdown of the Government int Persia. 
He quoted the fact that until quite recently the Russian and satelite representatives 
here, in conversation with other diplomats, had expressed scepticism and 
indifference regarding the outcome of the oil settlement, thus implying: confidence 
in their powers to wreck it, whereas recently they had'shown a renewed curiosity 
and anxiety. I congratulated His Imperial Majesty on the happy outcome of the 
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alfair and said I hoped he was confident that the evil had now been rooted out, at 
least in the army. He said he believed this was the case though there were still 
‘a number of intelli cells on which the military authorities were working. He 
also admitted that there was considerable Communist penetration in the civil service, 
but he thought this was less dangerous and would take time and a positive policy of 
social and economic reform to eradicate. 


3. ‘The Shah then went on to say that he hoped that now that the Persian 
army had been strengthened by purge Her Majesty's Government would be able 
to take its potentialities more seriously, He had sometimes felt in the past that 
Wwe were apt to underrate its capabilities, He suggested enquiringly that perhaps we 
had known something of the extent to which it had been ed by Communism 
and had therefore been inclined to take a reserved view of its usefulness. I replied 
that had we had. any definite information we should certainly have it on. 
T thought that, owing to the break in diplomatic relations and the absence, until 
very recently, of a British Military Attaché in Tehran, we were in fact considerably 
out of date,” I hoped that the recent appointment ‘of a military attaché would 
strengthen our relations in this field in a friendly way and would be of mutual 
advantage to both our Governments. I asked the Shah whether he thought the 
purge of officers had seriously weakened the army. He replied that the numbers 
involved were not so large and there were others to step into their place. He very 
much hoped that the whole incident would be recognised by the Western forces 
for what it was, namely, a strengthening of the Persian armed forces and that 

realer confidence could be placed in them and the role which they might play in 
idle Eastern defence in the future, 


4. The Shah then asked me, as 1 had been warned he would. do, about 
developments in neighbouring Arab countries. He was particularly interested in 
knowing what I thought about the policy of the Nouri Said Government in Iraq 
and Iraq's relations. with ing in mind Si John Sterndale Bennet 
despatch No, 30 of August 30, I said that we were still at the stage of observing 
and analysing the effects on Arab policy of the Anglo-Egyptian agreement and 
‘subsequent developments. It was too early yet to judge the outcome, but I did not 
think that Trag would go fully along. with any proposals for strenihening Arai 
cohesion which involved complete c 
remarked rather characteristically that Nouri Said was 


eyptian Uses His Imperial Majesty 

nown as a friend of ours 

fand surely we knew what his policy was. I replied that as he had very recently 

visited London we might now know a little more than we did, but I had not yet 
been informed of any details of his visit. 

5. The Shah then said that the policy on which he was working for Persia 

was io draw fopther wih her neighbours, Turkey, Iraq. Pakian and if Pool, 


‘Afghanistan, He considered it was much too early to talk of to the 
Turkey-Pakistan Pact, This would have to wait until Persia was. stronger 
economically and militarily—he thought for at least « year and a half. But this 
should be kept in view as an ultimate objective. He asked whether 1 agreed with 
all this. Tsnid that { did and that to the best of my belief Her Majesty's Government 
did likewise, Jt was obviously logical and in accordance with the dictates of 

iphy that Persia should draw together with her neighbours, eliminating cases 

jon and trying to lay the ground work of a future common policy. We 
certainly had no desire to press Persia to join the Turkey-Pakistan Pact and we 
thought that any decision on timing must be hers. As a neighbour 1 thought 
Afghanistan might difficult; we certainly found her so, The Shah agreed 
and said that he thought that, at the moment, relations with Pakistan were 
particularly close and happy. 

|. The Shah expressed confidence on the oil question, and I took the 
opportualy ‘of saying that I considered His Imperial Majesty's very positive and 
chkrcut intervention had proved the turning point in the oil negotiations. “He 
Said that he had been criticised by some of his friends who were not opposed to the 
Sil agreement for having come down so firmly behind it, for exceeding his 
‘constitutional position and for associating the monarchy with a settlement which 
might be the subject of criticism or controversy later on. He himself, however, 
was convinced not only that he had done rightly but that the agreement was better 
than that obtained by any other oil- jucing country (even Venezuela which, after 
AIL had a concession which Persia did not) and he had no reason to regret the stand 
fe’had taken, This conversation ran on for some while, with me stressing that 
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I hoped and believed that the oil agreement would stand the test of time and stilt 
be seen as something which had brought inestimable benefit to Persia thirty years 
hence, and with the Shah dwelling more particularly on the short-icrm view whi 
crudely expressed (though this is not how he put it) might be summarised by s 

that he knew a good thing when he saw one and he was not going to let the 
Government get away with all the credit 


7. The Shah then dropped a hint that he wanted to wlk about his visit to 
Europe and the United States. (It seems to be an unwritten convention in these 
conversations that new subjects are, formally at least, invariably introduced by the 
other party rather than His Imperial Majesty.) 1 explained that I was not yet in 
position to give him a reply to his earlier enquiries and asked what his preset 
intentions were. He said that once the oil agreement was ratified (* and that would 
take twenty days) he would have to plan internal reforms and ensure the security 
‘of the country and the stability of the Government. After that he would like to 
go abroad. He thought he might be able to do so in forty-five days, whether 

now or from the date of ratification was not quite clear. He would prefer to 
England before going to America but, if thought preferable, could arrange to sta 
in England on his way back. He said that the object of his visit was twofold, 
personal and official. On the personal side, the Queen was very anxious to see 
the United States which she had never visited and he did not want her to make 
the journey alone. He, himself, was in need of a rest and also of dental treatment. 
For these reasons he did not want to delay his journey toc long. On the official 
side, the object of his visit would be to help him chart out Persia's future foreign 
policy, He did not expect decisions would be taken—these were going to be made 
in Tehran—but he wanted a full exchange of views and exploration of problems. 
He was particularly anxious to know whether the sketch of Persia’s foreign policy 
which had given me (paragraph 5 above) met with the approval of Her Majesty's 
Government. If it did, he would go to the Americans and tell them so; this would 
be one of the advantages of visiting England first. 1 romarked that T was confident 
that in advance of his visit there would be Anglo-American consultation and that 
he would therefore get an agreed view which, 1 was sure from what he had told 
me in the past, was what he wanted. 1 said from this point of view and in the 
light of the general situation, his visit might be more fruitful if it did not take 
place too soon. 


8. His Imperial Majesty then reiterated that he thought he could get away 
in forty-five days. If, however, I thought that the internal security position was 
such that he ought not to leave so soon I had only to tell him so, This posed rather 
an awkward question. Had I answered yes, which is in all probability the truth, 
he would, I know, have at once jumped to the conclusion that we had first-hand 
information unknown to him about some further plot that was brewing and many 
mmisunderstandings might Rave arisen, On the other hand, T knew from recent 
conversations with M. Ala and M. Entezam that the Goverment were doing all 
they could to dissuade the Shah from an early journey: M. Entezam, in particular, 
had told me that he was very worried about the whole business and particularly 
about the prospects of the Shah making foreign policy over M. Entezam’s head. T 
therefore said that I could in any event only speak for myself, since T was awaitin 
the comments of my Government, but that T thought the amount of work whic 
would have to be done, and the problems which would arise, afler ratification of 
the oil agreement could not yet be clearly foreseen and that it might be too early 
to reach definite conclusions. The Shah appeared to agree that the question would 
have to be looked at again immediately after ratification. 1 also said that I thought 
it would be useful if at the time of His Imperial Majesty's visit abroad the outlines 
of a plan for dealing with the oil revenues and for Persia's economic rehabilitation 
were in existence. The Shah enquired laughingly whether that meant we were 

spared to give Persia some economic help over and above their oil revenues. 
Pimswered in the same line that this was not the hought in my mind but that some 
information as to how Persia was proposing to put her house in order following 
upon an oil settlement would clearly be of constructive use and help to create 
confidence. The Shah accepted this but said he thought the preparation of a 
would take some time, probably six months, which is indeed the period which 
M. Ebtehaj, the new director of the Plan Organisation, has mentioned to me. We 
left it that when T had any information about the practical side of His Imperial 
Majesty's visit to London T' would get into touch with him again, 
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EP 1018/4 


PERSIA: QUARTERLY REPORT 


Period July-September 1954 


Sir Roger Stevens to Mr. Eden. (Received October 15) 


(No, 81, Confidential) Tehran, 
Sir, October 12, 1954. 

T have the honour to submit my political 
report for the third quarter of 1954, 


Internal Affairs 
Though the oil agreement was signed and 
1 serious Communist conspiracy uncovered 
the Government's position at the end of the 
quarter was, if anything, weaker than 
before, Even though prospects of early 
tification of the agreement were good, it 
would be some time before the agreement 
showed substantial benefits. Meanwhile, 
with foreign aid running out, the country 
found. itself in serious foreign exchange 
iculties in September. _ Widespread 
dissatisfaction with the Government's 


performance, particularly criticism of the 
cost of living and accusations of corruption, 
persisted. Many politicians, some of them 


having political ambitions which do not 
stop short of the premiership, were hoping 
that the Shah would dismiss General 
Zahedi after ratification and opposition to 
hhim gained ground in various quarters in 
preparation for filling the posts which would 
become vacant if his Government were 
dismissed. However, apart from the 
extremists, those who opposed the Govern= 
ment generally approved the oil agreement, 

2. The Shah came out firmly in favour of 
the agreement, which made easier the 
Government's task of presenting it to the 
Parliament and to the country as a whole. 
Both Houses were in recess for much of the 
quarter, though the Majles found time to 
pass a’ Bill (now also approved by the 
Senate) revoking Musaddiq’s decree laws 
except those which the Government wish to 
retain, 

3. The extremists proved ineffective and 
there were no serious disturbances. 
Musaddiq’s lieutenants, Shayegan and 
Razavi, were rearrested’ and put on trial 
with Fatemi, Musaddig himself continued 
to serve out his sentence pending his final 
‘appeal. Once again little was heard of 
Kashani or the Fedayan-e-Islam. Baga’i 
‘was barred from returning to Kerman, but 
the Government still fought shy of holding 
elections there. The Communists suffered 


4 major reverse in that a part, at least, of 
their organisation in the armed forces, 
gendarmerie, police and the National 
Iranian Oil Company (N.1.0.C) was 
exposed and some S00 or more persons 
arrested; this discovery, however, provided 
disquieting evidence of their basic strength 
and of the extent of their ramifications. 

4, The conspiracy was uncovered in 

yember. In the armed forces alone 
between 400 and 500 arrests were made, 
mostly of officers up to the rank of colonel. 
‘A number of National Iranian Oil Company 
officials at Abadan were also arrested. It is 
clear that the services as well as the police 
‘and the gendarmerie, including key organis- 
ations such ax the Military Intelligence 
Bureau, had been heavily penetrated 
throughout the country. It is particularly 
disquicting that a number of the arrested 
officers are men with a reputation for 
relative honesty and efficiency. One of the 
aims of the ringleaders was the eventual 
establishment of a ‘democratic republic,” 
possibly with Musaddiq as a figure-head 
initially, but it is not known whether they 
feit strong enough to attempt to seize power 
fn the near future. It is generally thought 
that they would have exerted all their 
forces to prevent acceptance of the oil 
agreement. They were in direct touch with 
the Soviet Embassy, though the Persian 
Government have deliberately not adver- 
tised this fact. 

5. The Tudeh Party sulfered a further 
blow at the end of September when one of 
their main printing presses and propaganda 
distribution centres was seized, though this 
did not stop them getting their newspaper 
Mardurm out on he streets again three days 

later. 

6. The Government's success in the 
security field has done little, if anything, to 
strengthen their position in the country: 
The extent of the conspiracy revived public 
fears of Tudeh strength; there was @ 
clamour for the severest punishment of 
traitors, for a thorough purge of the civil 
administration, notably in the fields of 
education and justice where Communist 
penetration is undoubtedly heavy, and 
implied criticism of the Government fot 
having let things drift in the past. 
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7. The Shah, with the thought” of 
assassination ever in his mind, was also 
disturbed, even though a tour of Azarbaijan 
Which he undertook in July had given him 
Teassuring proof of the popularity of the 
monarchy. The conspirators included two 
members of his personal guard (though this 
hhas been denied) and they were in 
Possession of plans of his summer palace. 

8. Whether the Shah would change his 
Government after ratification of the oil 
agreement was still a matter for conjecture 
at the end of the quarter. It had become 
‘common knowledge that he wished to pay 
an carly visit to Europe and the United 
States and might want to reorganise the 
Government before leaving. On the other 
hand his relations with the Government 
Femained generally good. Zahedi’s largely 
mediocre rivals lived in hope, and their 
Preparations for more active opposition 
increased, but there were still some influen- 
tial and ‘less partisan Persians who felt, 
rightly in my view, that the Government 
had 2 number of important achievements to 
their credit and should be given a chance to 
show whether they were capable of carrying 
‘out the needed reforms after ratification of 
the oil agreement 


Oil and other Foreign Affairs 

9. Agreement in principle in the negotia- 
tions between the Consortium and the 
Persians on the future operation of the oil 
industry and in the parallel Anglo-Persian 
Hegotiations on compensation for the Anglo- 
Iranian Oi! Company and payments 
Arrangements for the oil revenues, was 
Teached on August 5. Signature of the 
English text of the full agreement was 
Sompleted on September 21 and the 
Government presented the agreement to 
the Majles on that day and to the Senate 
on the next. Dr. Amini's long and 
hiistrionic speech to the Majles was well 
Feceived, and only Qanatabadi openly 
Attempted serious criticism of the 
‘Agreement. 

10. In the hope of preventing Parliament 
from suggesting amendments to the actual 
Agreement and avoiding long public debate, 
the Government presented the agreement 
Under cover of a single article Bill (which 
theoretically precludes amendment, leaving 

fiament with the simple choice of 
4Pproval or rejection) and asked each House 
fo select 18 of its members to form a 
Special committee to examine and report 

on the agreement. The great majority 
Of those elected to the committee favoured 
Agreement, thus reflecting opinion in 
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both Houses as a whole, and the committee 
made good progress. The !8-man parliamen- 
tary commission however, seized on the fact 
that the Consortium has given none but the 
Vaguest guarantees about the rate of 
production of Persian oil after the first three 
years of the life of the agreement; this 
aspect was the one which, at the end of the 
quarter, appeared likely to give trouble in 
Parliament, 


11. While few Persians pretended to 
understand the details of the agreement, 
and the extremists opposed it in principle, 
insinuating that the Persian negotiators had 
been tricked, the prevailing feeling was one 
of relief that negotiations had been 
coneluded. Up to the end of the quarter 
reaction to the payment by Persia of 
£25,000,000 under the compensation agree- 
ment had been surprisingly moderate, At 
the same time there was a strong feeling 
(which the Government fortunately sensed 
although somewhat belatedly) that 
Parliament must not be rushed or coerced 
into approving the agreement, 


12. Persia's general relations with the 
Soviet Union deteriorated markedly. A 
strong Soviet propaganda campaign against 
the oil agreement and a sharp note in July 
reminding Persia of her undertaking toavoid 
entering into “aggressive agreements ” 
under the 1927 Treaty, and the uncovering 
of the military conspiracy all contributed to 
this. The Soviet Embassy in Tehran gave 
the impression of being ruffled. Neverthe- 
less, the Persian-Soviet talks on frontier and 
financial questions continued in a fashion 
and reports appeared at the end of the 
period that there were reasonable prospects 
of formal settlement. The — Persian 
Government behaved correctly but firmly, 
and in their reply to the Soviet note they 
categorically affirmed their right under the 
United Nations Charter to adhere to 
defence pacts, though the Minister for 
Foreign Affairs told me that in practice they 
had no intention of so doing at present. 


13, There was, however, much specula- 
tion about regional defence. The Shah 
raised the question with me on more than 
one occasion making it clear that his 
immediate preoccupation was the provision 
of increased military aid without commit- 
ments. There was considerable resentment 
at the refusal of the Egyptian Government 
to regard an attack on Persia as requiring 
automatic reactivation of the Canal Zone 
Base under the proposed Anglo-Egyptian 
Agreement and representations Were made to 
the Egyptians by the Persian Government. 
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14, For the rest, Persia’s foreign relations 
were uneventful. Anglo-Persian relations 
continue to make steady progress, though 
we are still regarded with much underlying 
suspicion and reserve. In August 1 was 
obliged to return a note which, in the 
context of flights by civil aircraft, by 
implication postulated Persian sovereignty 
over Bahrain. The note had been written 
without the Foreign Minister, Mr. Entezam’s 
knowledge by a member of his department 
and to his considerable embarrassment had 
been addressed to all foreign missions. (It 
‘was agreed that to avoid a public argument, 
neither Government would advertise this 
episode.) More than once Mr. Entezam 
reverted to his desire to discuss * outstand- 
ing problems "in the Persian Gulf after the 
oil agreement, and to improve Persia's 
relations with her neighbours. The visit of 
the Iraqi Minister of the Interior at the end 
of the quarter gave promise of more 
practical co-operation between the two 
countries in considering their common 
problems and their differences, the latter 
largely concerned with frontiers. 


Economic 

15, Persia's internal economy showed 
some improvement though this was due to 
force of circumstances rather than to any 
positive achievements on the Government's 
part, The harvest was good, the Central 
Bank followed a cautious monetary policy, 
and the rate of increase in the cost of living 
declined, The energies of the Government 
were largely absorbed by the oil negotiations 
and, While the agreement and the attendant 
payments arrangements should provide 
sound foundations on which to build, there 


was little actual progress made im other 
spheres. The yawning gap in the budget 
remained, only partially filled by United 
States aid. And except for the appointment 
of Mr. Ebtehaj as head of the Seven-Year 
Pian, little attempt was made to prepare the 
framework for future development. With 
the Shah’s backing, Mr. Ebtehaj started on 
his lonely task. of bringing order into the 
country’s development. He began by 
trying to call a temporary halt to the 
initiation of fresh projects while a stock- 
taking takes place. And having quickly 
decided that the budget would absorb the 
bulk of the oil revenues for some time to 
‘come, he set about raising fresh funds from 
other sources, including the World Bank. 
But already he is facing opposition from 
many quarters. 

16. If any reminder of Persian dislike of 
planning was necessary it was provided by 
the foreign exchange situation. The wave 
of optimism engendered by the oil negot 
tions led to heavy imports and the rapid 
exhaustion. of Persia's small exchange 
reserves. Unable to control the flood, the 
Persians in September had to cease payment 
jn most currencies including sterling and to 
live in hope that the great exporting 
countries will tide them over thei 
temporary difficulties. 

17. Lam sending copies of this despatch 
to Her Majesty's Representatives at 
Washington and Bagdad and to the heads 
of the British Middle East Office at Fayid 
and Beirut. 

T have, &c. 
R. B. STEVENS. 
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ANGLO-PERSIAN 


RELATIONS 


‘Sir Roger Stevens to Mr. Eden. (Received October 29) 


(No. 66 Saying. Secret) 
(Telegraphic) 


Tehran, 
October 25, 1954, 


had a long audience with the Shah on October 23. 


2. First we spoke about the oil agreement. I said that His Imperial Majesty 
must be extremely happy and. gratified that it had passed the Majlis by such a 
Jarge majority and that T was sure his personal intervention had helped to reduce 


the opposition to such small proportions. 


He gave me in reply a brief account of 


the methods he had used—a combination of arguiment, cajolement and threats— 
to bring deputies to the right state of mind, and also of the criticisms he had been 
subjected to for intervening too actively. He also said that compared with his own 


full-blooded endorsement of the agreement 


the aititude of some of his Ministers to 


SECRET 


SECRET 61 


judge from their public utterances, apperade half-hearted and cautious, which was 
@ pity. I said that I was glad to observe that in his concluding speech Dr, Amini 
had been careful to say that, in describing the agreement as the best that could 
be had in the circumstances, fhe had not intended to imply that it was not a good 
agreement, I added that I was quite sure that the Government was really satisfied 
with the agreement and that their apparent reservations were largely tactical. The 
only thing that had worried me a little was that we wanted an agreement that would 
stand the test of time and some of the remarks made might be quoted twenty years 
hence in support of the incorrect thesis that the Government at the time was 
lukewarm towards the agreement. TheShah said thiswas bound to happen anyway; 
changes in circumstances might necessitate modifications: he hoped that as time 
went by increasing numbers of Iranian technicians would be employed; the whole 
structure of Middle East oil development might be transformed; after all, ten years 
ago a 50/50 arrangement would have been unheard of in the Middie East; aid so 
forth. Meanwhile, however, he was sure that the agreement was the best in the 
world and more satisfactory than the arrangement in Venezuela, | replied that we 
wanted the agreement to last, adding that I was sure the Consortium being broad 
based would be realistic and flexible in applying it. 


2. We then discussed the importance of eificient utilisation of the oil revenues. 
The Shah said that a committee was being set up of which he would be the chairnian. 
It was a subject in which he had to take a clove and personal interest, os the whole 
future of Iran depended upon it. He did not demur when 1 said that in the earligr 
stages some of the oil revenues would have to be devoted to budgetary purposes, 
but that later on I hoped that the bulk would go to development, He said that 
he had high hopes regarding the utilisation of oil found at Kum, He also hoped 
that oil in appreciable quantities would be discovered. in every provines of Iran. 
He spoke disparagingly of the project for a pipeline from Ahwaz to Tehran which 
he thought would prove unnecessary. 


3. The Shah then turned fo the question of foreign assistance, He sitid that 
the Americans were proposing to make a 30 million dollar loan for budgetary 
purposes repayable over twenty-five years; and he hoped that Mr, Henderson might 
Teturn from Washington with other proposals in his pocket. He reminded me 
that he had suggested on an earlier occasion that it would be appropriate if we 
were to make a generous gesture of some kind, and he asked what we could do in 
this connection, referring as he did to “another Point 1V." 1 told His Imperial 
Majesty about the offer of £5 millions credit and explained that the whole matter 
was under discussion in London during the visit of the director of the Bank Mell 
T could not say at the moment what would come out of these discussions, but T 
could assure him that Her Majesty's Government would make an effort within the 
Jimits of their capacity to help Tran with her short-term foreign exchange difficulties, 
T then referred to the possibility of technical assistance provided by the British 
Middle East Olfice and asked the Shah if he would like to see the Director of the 
Development Division, Mr. Crawford, who was at the moment on a visit to Tebran, 
He said that he would gladly do so and expressed particular interest in receiving 
assistance in the field of forestry. He spoke with emotion on the subject of the 
‘ippalling deforestation of the country. Fle said the Government needed to employ 
Thine 12,000 forest guards and required about fifty technical experts to help with a 

rogramme of conservation and reforestation. He thought Colonel Maitland before 
iis death had given a valuable indication of the lines along which such a programme 


could be operated, but what was now wanted was that it should be implemented, 
‘and for this purpose substantial technical assistance, and not merely a single adviser 
to draft a blue print, was wanted. He very much hoped that this was a form of 
assistanice which Her Majesty's Goverament might be able to undertake. If the 
British Middle East Office had no funds for the purpose of providing the necessary 


personnel perhaps. the responsibility could be undertaken by Her Majesty's 
Personnel peresid that we had many calls upon our limited number of experts 
in thie field but that T would certainly report. His Majesty's suggestion and also 
discuss the matter with Mr, Crawford during his visit, 

4. We then turned to the subject of the Shah’s visit to the United Kingdom. 
T conveyed to His Imperial Maiesty the messages from Her Majesty and from 
yourself in, respectively, paragraphs 2 and 3 and paragraph 4 of your despatch 
No. 164 of October 6,” The Shah was obviously disappointed to learn that he 
Would not be invited to stay at Buckingham Palace. He did not show much 
ahidinen about Sandringham or express any particular interest in having @ day's 
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shooting. He spent some time turning over in fis mind whether his visit should 
be formal or an informal one saying that the erguments in fayour of a formal visit 
were that the resumption of relations and the conclusion of the oil agreement 
provided a suitable opportunity, and he did not know when he would have another 
chance of visiting the United Kingdom ugain. On the other hand, the rest of his 
tour was informal, and it would be difhcult to sandwich a formal visit to the 
United Kingdom into the middie of it. I did my best to discourage the idea of 
# formal visit saying that it would need considerably more preparation and might 
not be possible in the time available and would also leave less time for official 
discussions. The Shah then asked me what kind of visit it was that he had paid 
to the United Kingdom last time. I said that I believed it was a private one; could 
he tell me where he stayed? He said he thought he remembered having spent two 
nights at Buckingham Palace. I said 1 would take note of this and make some 
further enquiries, ‘The Shah then said that assuming his visit was private and that 
he did not stay at Buckingham Palace the question arose how he should conduct 
his business while in London, He made it politely, but firmly, clear that he would 
give audiences rather than pay visits. He wondered how this could be arranged 
if he stayed at an hotel, If he were to stay at the Iranian Embassy he could 
naturally give audiences there, but he indicated a preference for staying at an hotel 
providing some suitable place could be put at his disposal by Her Majesty's 
Government to receive visitors. 1 yaid that I would go into this matter with all 
speed. 

5. I then asked His Imperial Majesty what subjects he thought he would like 
to discuss while in London. He said that he was particularly concerned with the 
whole question of Middle Eastern pacts and alliances, He would want to know 
whether Her Majesty's Government favoured the growth of mutual assistance 
pacts under Article ofthe United Nations Charter or some wider grouping based, 
for example, on the common faith of Islam—in other words, an extension of the 
Tureo-Pakisian Pact to include Iran and Iraq or some, loose anrangement which 
might embrace the whole Arab world as well. He said that he would be ready 
to describe his own plans for the building up of Iranian defence and to indicate 
what he thought Iran could afford herself over the next few years. He would say 
to us, and 10 the Americans when he got to Washington, that if we attached 
importance 1 the place ran occupies n'a Middle Eastern defence syste it would 
be up to us to supply additional funds und niatersal over the next few years in order 
o provide # more rapid build-up for the Iranian forces. He would fike (o discuss 
this aspect of our common problems, Bearing in mind the suspicions which still 

revailed about our readiness {0 compromise with Communism, 1 suzgested that 

might like to take the opportunity of his visit to England to hear something about 
‘our general policy in the cold war. He said that he would very much like to do 
so and spoke in eathuslastic terms of the suceessul efforts which you, Sir, had made 
to consolidate Western Europe since the rejection of E.D.C. by the French 
Assembly. 


6, In the course of the discussion about the Shah's visit 1 also gave him the 
message to your telegram 1168 of October 21. The Shah said that he had carefull 
‘weighed thé pros and cons of making his visit in the winter and the spring. He ha 
come to the conclusion that it would be better for him to be away while the plans 
for financial and social reform and for the proper utilisetion of the oil revenues 
were in preparation returning when they were ready to be excculed. From the 

int of view of discussions with Her Majesty's Government he thought there would. 

some advantage in having these before the situation, both in Iran and as regards 
the Middle East generally, had crystallised too far. When I suggested that he 
might give some clear public indication of his support for General Zahedi before 
his departure he said that he had decided to give the present Government a chance 
to introduce reforms and, until they had had that chance, he was prepared to back 
them, Implying that this was now generally known here, he said that his intenti 
to leave the countey had got the critics of the Government seriously worried. They 
professed to be afraid that the Government would take drastic action against them 
Guring his absence and also that giving the Government an extension of life wouid 
be an encouragement to corruption. I remarked that the charges of corruption 
‘were greatly exaggerated: it seemed to me that it existed principally in the lower 
ranks of the civil service, which would be likely under any Government, and could 


only be eradicated by higher salaries and a reduction in the number of civil servants. 
The Shah agreed with this, and repeated that he was quite prepared to give General 
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Zahedi’s Government a chance. He would leave them in no doubt before his 
departure that they were being put to the test and that he expected them to deliver 
the goods on his return. (At the same time he referred disparagingly to Prime 
Ministers who surrounded themselves with business men and contract seekers.) 
T suggested that he might made a public statement designed at once to encourage 
them in this direction and to show the people that the Government had his support. 
He did not reply directly to this and I think that I may have to do some more work 
on him before he can be brought to make the kind of statement suggested in the 
first paragraph of your telegram 1168, 
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SUCCESSION TO THE PERSIAN THRONE 
‘Sir Roger Stevens to Sir Anthony Eden. (Received November 19) 


(No. 93, Confidential) Tehran, 
Sir, November 16, 1954. 

I have the honour to report that the recent death of Prince Ali Reza in an 
aeroplane accident has raised in many Persian minds the question of the succession 
to the Persian Throne. As you know, Sir, there has so far been no issue from the 
Shah's marriage with Queen Suraya, and the only child of his previous marriage 
with Queen Fauzich was a daughter born in 1940, Although he had not been so 
designated, Prince Ali Reza was generally regarded as the natural successor to the 
Shah if the latter should have no male heir, not only because he was the next eldest 
son of Reza Shah but also because he was generally considered to have inherited 
the necessary attributes from his father. 


2. The position now is unclear, partly because the Shah has never brought 
himself to tackle the problem of the succession, which Prince Ali Reza’s death 
Teaves even more open than it was before, and partly because of obscurities in the 
Persian Constitution, |The relevant provisions are Articles 36 and 37 of the 
‘Supplementary Constitutional Law of 1907 which were amended by a Constituent 
‘Assembly on the 12th of December, 1925, at the change of dynasty. These Articles 
in translation read as follows: — 

Anticle 36 

“The constitutional monarchy of Iran is vested by the people through the 
Constituent Assembly in the person of His Imperial Majesty Reza Shah Pahlavi 
and his male descendants in succession.” 

Article 37 

“The [right of] succession to the Throne shall rest with the eldest son of the 
King, whose mother must be of Iranian origin.(’) If the King has no male child, 
the nomination of the Crown Prince shall be made at the suggestion of the King 
and with the approval of the National Consultative Assembly, on condition that 
this Crown Prince shall not be of the Qajar family; but at any time, if a son is 
born to the King, he shall be Crown Prince by right.” 

The original Article 37 of the Law before the 1925 amendment read as 
follows: — 

Old Article 37 

“The succession to the Throne, when there is more than one son, passes to 
the eldest son of the King whose mother is a Princess of Iranian origin. In case 
the King should have no male issue, the eldest [person] in the Royal Family who is 
next of kin shall succeed to the Throne. If, however, in the hypothetical case 
mentioned above, male heirs should subsequently be born to the King. the 
succession will de jure revert to such heir.” 

) This Amticle so far a it concerns the words * i as fol 
nex A it co make "Iranian origin" was otrpete as fllows by 
* By ‘ mother of Iranian origin” mentioned in A\ a 
Law a mother mci who tn acorance ith Paragraph 3 of Ati 96 ofthe Gel Code 
Iranian ancestry, or a mother who prior to marriage with the King. or with the Crown Prince of 
eter Ge toons of is Cortana ett of te ened eae 
Assembly and by decree of the reigning Sovereign” igi — 
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3. Most discussion so far has centred on the phrase in Article 37 “on 
condition that this Crown Prince shall not be of the Qajar family.” Whereas the 
present Shah and Prince Ali Reza have no Qajar blood, the other five surviving 
sons of Reva Shah had mothers of Qujar stock, ‘There is no such person as 3 
recognised constitutional lawyer in this country whom one can consult and in any 
case formal interpretation of the Constitution can only be made by the Majles; 
but many persons, including Members of Parliament and lawyers, interpret the 
above provision of Article 37 as excluding from the succession any persons with 
Qajar blood. There are, however, other lawyers of repute who maintain tht the 
Shah’s younger brothers are eligible for the succession as their father was a Pahlavi 
and it is paternity which determines the family to which the children belong. In 
this interpretation much of Persian and Muslim law and tradition is on their side 
and it may be that their opinion will eventually carry the day. 


4. Another complication is that Prince Ali Reza left seven-year-old son, 
Ali Pahlavi, born of a marriage with a Polish lady in France, The marriage was, 
as far as I know, not officially recognised by the Royal Family and is understood 
to have been dissolved. Mother and son are both in Tehran. The boy's right 
to the succession is obscure. The first sentence of the new Article 37 can 
conceivably be read to suggest that it is only the eldest son of the King whose 
mother need be of Iranian origin in order for him to qualify as Crown Prince, and 
that, therefore, Ali Pahlavi would be eligible. However, it is generally accepted, 
by lawyers a wells laymen, that this condition, which is similar to the one in the 
old Article 37, was always intended to apply to the Crown Prince, whether he 
Should be the eldest son of the Shah or not, and that Ali Pahlavi is thereby 
excluded, 


5. One cannot, however, exclude the possibility of an interpretation being 
made to suit the circumstances, although probably not to the extent of the 193 
case when the Maile (see paragraph 2 above) adopted Reza Shah's far-fetched 
interpretation of the word ~ origin” to cover the present Shah's macriage with 
Princess Fauzich. The general feeling at the moment seems to be that the 
Parliament or a Constituent Assembly would accept almost any reasonable 
proposal from the Shah about his successor and interpret or amend the Constitution 
As necessary, 


6. The Shah himself, however, remains hesitant. He is still hoping for a 
son. According to what he told me himself recently (my telegram Saving No. 71, 
paragraph 4) he wants definitely to establish the prospects of Queen Suraya havi 

a child on the basis of medical advice during his forthcoming visit to the Unit. 

States. Until he has. done s0, he does not wish to commit himself, He admits 
that Prince Ali Reza’s death makes the question more pressing but to his mind 
this reinforces not the immediate need to appoint a successor, but the urgency of 
visiting the United States. His advisers on the other hand see grave danger in 
his making & Tong journey partly by at, without first naming a successor, and 
there has already been much talk of forbidding the Shah from travelling. in 
aeroplanes. The problem of the succession in relation to the Shah's forthcoming 
{our is thus unresolved and may weil give rise to further controversy before his 

leparture. 


7. Other factors which might affect the issue are: — 
(i) none of the Shah's younger brothers is held in anything like th 

‘and affection which the people had for Prince Ali Resas | = =" 
(i) Prince Ali Reza was the Queen Mother's favourite son and shi 

tempted to promote the cause of his son, Ali; pee idosiet 


(iil) @ number of persons have even been mooting the idea that 
be succeeded by his daughter, Shahnag. (= °* thatthe Shab might 
__ 8, Tshall not fail to keep you informed of any significant developments in 
this matter. 


9, Tain copying this despatch to Her Majesty's Ambassador at Washington, 
Thave, &. 
R. B. STEVENS. 
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CONCLUSION OF COMMERCIAL RELATIONS BETWEEN PERSIA 
AND THE FEDERAL REPUBLIC OF GERMANY 


Mr. Wright to Sir Anthony Eden. (Received December 3) 


(No. 97 E) Tehran, 
Sir, November 30, 1954, 
T have the honour to report that important commercial negotiations between 
1d the Federal Republic of Germany were concluded on the 9th of 
November in Tehran. The negotiations covered economic and technical 
co-operation, the confirmation of a number of commercial treaties signed in 1929 
and trade and payments for the next twelve months. In addition, there appear to 
have been some inconclusive discussions about the provision of medium term 
credits for Persia 


2. The text(’) of the agreement regarding economic and technical co-operation 
is enclosed as Annexure J. Itis a broad agreement within the framework of which 
a number of special agreements are later to be negotiated, and it provides not only 
for the exchange of technical information, but also for co-operation over 
development projects. It also contains provisions for the protection of German 
investments in Persia 

3. According to a statement made by the head of the German delegation to a 
private meeting of Persian importers, the first result of this agreement is likely 
to be the despatch of two agricultural and two mining experts to Persia, We have, 
however, been told by the German Legation in Tehran that any experts which are 
sent will have to be paid by the Persian Government. Again according to the 
German Legation in Tehran this agreement may also lead to German investments 
in Persia, but no decisions are likely to be taken until the publication of the Bill 
for the Protection of Foreign Capital, which the Persian Government are at present 
preparing 

4, The negotiations reaffirmed the validity of the following agreements signed 
in 1929; the Treaty of Amity, the Treaty of Establishment, the Treaty of Commerce 
and Navigation; and the Agreement regarding Trade Marks and Patents signed in 
1930, The text of the first three agreements are enclosed for convenience of 
reference as Annexures 3('), 4(') and 5(’). These argreements are to enter into force 
immediately subject to the re-nezotiation of certain articles specified in a Protocol, 
which is enclosed as Annexure 2('). The following are the main changes which are 
to be made in the old agreements :-— 

Article 4 of the Treaty of Amity is to be altered in order to substitute 
axbitration by the International Court of Justice fr the arbitration procedure 
provided in the original Treaty. 

Article $ of the Treaty of Establishment is to be completed by an 
agreement regarding double taxation. 

Article 6 of the Treaty of Commerce and Navigation is to be modified, 
presumably in order to give the Persians more scope in imposing import 
restrictions. 

Article 10 of the Treaty of Commerce and Navigation is to be completed 
by a special agreement about navigation. 

Finally, it has been agreed that most favoured nation treatment should be 
provided on a reciprocal basis. 

5, The arrangements for trade over the next twelve months aim at achieving 
4 figure of $60 millions for the German exports to Persia and $30 millions for 
Persian exports to Germany (during the first seven months of this year German 
exports to Persia amounted to $28 millions and Persian exports to Germany to 
$11 millions), The disequilibrium in trade has been glossed over in statements to 
the Persian Press, which speak of a trade of $60 millions each way. The Protocol 

verning these arrangements is enclosed as Annexures 6 and 7*. In the case of 
jerman exports, no individual quotas have been fixed for capital goods, but it has 


() Not printed. 
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been agreed that these would be subject to a global quota of S40 millions. 
Individual quotas totalling $20 millions have been fixed for less essentials. 
Purchases by the Persian Government for development purposes will figure in a 
special account, which will not be subject to any of the above limitations. As 
regards Persian exports, quotas have been fixed for all goods which are normally 
exchanged between the two countries, but no limit has been set on goods which 
are difficult to export. The Western German authorities have also promised that 
they would do their best to facilitate Persian exports to Germany and have agreed 
to reduce the Customs duties on carpets, The Persian authorities for their part 
have promised to do their best to improve administrative and material facilities for 
clearing goods at Persian ports, a point about which both the Germans and the 
Dutch have been complaining recently, 

6. The payments arrangements until next September are governed by a 
Protocol which is enclosed as Annexure 8('). Under this Protocol the credit of 
$8 millions provided by Germany under the swing facilities in the existing clearing 

ment is being transferred to a special account, and a fresh credit of 
$8 millions, half of which will be provided by the Bank Deutscher Lacnder and half 
by German exporters will be made available. The German exporters have in effect 
hhad to agree to the possibility of a 50 per cent, moratorium on goods paid for 
between now and May (see (5) below). This additional credit is repayable by the 
31st May and the original credit is repayable by the 31st September. The additional 
credit is to be used for the following purposes : — 

(a) The payment of letters of credit opened before the 31st October, 1954, all 
the payments Category 2 imports and payments for invisibles up to a 
total of $600,000 a month. 

(b) 50 per cent, of other payments due to Germany. The balance of 50 per 
cent, is to be paid to German exporters in chronological order in so far 
as current resources permit, and in any case not later than the end of 
May 1955, 

7. According to the Bank Melli there are some $14 millions worth of drafts 

for German goods outstanding at the present time, and even taking into account 


receipts from Persian exports to Germany during the next six months, it looks as 

though German firms are going to have to wait for part of their money both in the 

case of goods already shipped and of new business. Repayment of the two credits 
by 


Western Germany can be in dollars, sterling or any other currency 
between the two Governments, I understand, however, that the Persians 
have firmly reused to. make puyments in dollars. Payments arrangements after 
the Ist of October 1955 are to form the subject of further negotiations, when | 
understand the Germans hope to do away with the present clearing agreement 
in favour of some form of convertibility. 

8. There have also been some discussions about a German credit to Persia, 
but it has so far been difficult to obtain any reliable information on this point. The 
head of the German delegation told a mecting of Persian importers that Western 
Germany would be prepared to give credits of up to four years at interest rates 
of the order of 84-9 per cent. One and a half per cent. of this would be to cover 
the cost of insurance by the Hermes Company, and the balance would be interest 
charges. Dr. Reinhardt admitted that the rate of interest was high owing to the 
tightness of credit in Western Germany, but he expressed the hope that it would 
fall in a few month's time. We have also been told by Persian officials that the 
Federal Government had offered a one hundred million mark credit for the 
development of Persian industry but, according to the German Legation, this was 
simply a dressed up offer of the facilities already provided by the Hermes Insurance 
Company. In any case the head of the Seven Year Plan Organisation claims to 
have turned down German offers of credit on the grounds that, as in the case of the 
French offer of a five billion franc.redit, the rate of interest charged was too high. 

9, The agreements reached seem to have been received with mixed feelings 
on the German side, The German delegation had, I understand, hoped to induce 
the Persians to abolish the clearing agreement and to pay interest on the short 
term credit which they were being given. But they met with a stubborn refusal on 
this point. “And now, according to the German Legation, German exporters are 
complaining that the enforced 50 per cent. credit which they are providing is placing 
@ great strain on their resources and that the loss of interest on the money 
outstanding will wipe out much of their profit. 

() Not printed 
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10. If one looks beyond these immediate difficulties however, the agreement 
Tepresents a substantial achicvement from the German point of view and Say well 
Prove a milestone in Persian-German economic relations. The trade figures aimed 
at, though high, seem realistic and they establish the principle, which the Persian 
Ministry of National Economy contested, that Persia's imports from Germany are 
bound to be well in excess of her exports to Germany. The revival of the 1929 
agreements should also provide a firmer basis for German trade and above all the 
agreement regarding technical and economic co-operation opens the door to a 
revival of German influence on something like its pre-war scale, Althouch the 
ideas contsined in the agreement have still to be adumbrated this is a development 
which, from a commercial point of view, we shall have to watch closely. 


11. Tam sending a copy of this despatch to the Commercial, Relati 

Exports Departnent Board Of Trae, Her Majsy’s Treasury, the Export Cres 
larantee Department, the United Kingdom High Commissio 

Guszantee Department, the United Kingdom High Commissioner at Bonn and to 


T have, &. 
DENIS WRIGHT, 
Her Majesty's Chargé d’Affaires. 





EP 1038/8 No. 35 


SOVIET-PERSIAN AGREEMENT ON FINANCIAL AND FRONTIER 
MATTERS 


Mr. Wright to Mr. Fry. (Received December 14) 


{No, 10336/20/54, Confidential Tehran, 
"In my telegram No. 1347 of December 2 (not Cp ete 
m No. 13 2 (not repeated to other posts), 1 
reported that the Soviel-Persian agreement on financial and frontier matters ad 
bean ene tha dy, Larentey, the Sovil Ambassador ined forthe Russians 
Ma yah (1952 ities No. 176), the leader of the Persian delogatia 
who hopes to go to Moscow as Ambassador, for the Persians. The agreement is 
now being submitted to the Majlis and Senate for ratification 


2. _The text of the agreement will not be available until later to-day, it having 


only been presented yesterday to the Majlis by the Minister f 
5 Q or For 
A translation wil be sent as soon as possible, On the Rance! aide 7 oe 
all wartime claims of the Persian Government, 

provides for delivery by the Soviet Union of 11-8 tone ot guia fe et 
instalments at an interval of one week, starting a fortnight after the instruments of 
ratification are exchanged; and for the delivery of two lots of merchandise, one 
Yalued at United States $8 millions and the other at 10 milion rials within a Year. 
On the boundaries. the Press (which is far from reliable) reports that some 
500 square km. will be restored to Persia in five areas east and west of the Caspian; 
and that the marking of the agreed frontier will start three months after the 
‘exchange of instruments and be completed within eighteen months. ° 


3, The settlement of the financial claims, though F 

inthe Reriany cap. Against th, there is uo ub thay on te rns, the 
Persians have had to make unpalatable concessions such as abandoning theit clain 
to Firuzch. There is, nevertheless, every prospect of the agreement Sein 
Tatified here, though how long the process will take is uncertain. "The local Pres 
Which has been forecasting a" new jook " in Soviet policy in this part of the workd 
(quoting as example the Bulganin incident reported in Moscow telegram No. 10nt 
to the Foreign Office of November 10), have given it a warm welcome: se also he 

such members of the Government and public with whom I have spoken. af 


4 . ie : 
ana da hliy capping tis letter tothe Chanceres at Moscow, Washington, Ankara, 


T have, &. 
D. A. H. WRIGHT. 
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No. 354 


IRAN: HEADS OF FOREIGN MISSIONS 


‘Sir Roger Stevens to Sir Anthony Eden. 


(No. 84. Confidential) 
Sir, November 8, 1954. 

With reference to Mr. Middleton's 
despatch No, 233 of the Sth of July, 1952, 
T have the honour to transmit herewith my 
report on Heads of Missions in Tehran for 
1954. The delay in submitting this report 
is regretted. 


Tehran, 


T have, &, 
R, B, STEVENS. 


Enclosure 


(Passages marked with an asterisk are reproduced 
from previous reports) 


rn 

cant, Chargé Sree Mohammad Yunos 
khan Tiiv Seectary (arrived June 17. 1952). 

Raber surly-looking Indivisual who appeney at 
amass gatherings but haw never called 08 he 


Argentina 
Minister: Menito Pedro Liambi (February 17. 
19 


q 
“Thorn 1907. After an uneventful military carver 
he joined the Diplomatic Service in 1945 with the 
tank of Coumetor and Cons Ccra-Appoinad 
Minister in Sweden in 1946. Har been absent quite 
i Tot fro Tehran, But seems disposed (0 be friendly, 

Married to a colourful Spanish girl some twent 
years younger than hitnselt. They have two small 
Enildren” (Written in 1982) 

1 knew the Llambis in Stockholm. They are 
pleasant colleagues. | They lead aod Mfe 
‘and are_on more intimate terms with the Shah and 
‘Queen Sorayya than. any other forvign diplomats ot 
prevent. So far as I know. however, he is careful 
to avoid becoming entangled in Tosa pofiics 


« 23, 1952) 
instr: Erich Bicla-Karkrew une 23,1950. 
UA"carece offical who has recy served In the 
Ministry. im: Veen cy wot dencand” He sweat 
end. wrll Uspored 
Bie" Bogli“S0t extent Prech. Normally 


ent at Ankara, (Write in 1982) 
Viched Tetras in October 1984 Makes 


ed 


their youngest 
Minion. Unhappily ovcaddicton he 
caer Gm WH. Gotta is Bly, wel nora’ 
SECRET 


(Received November 12) 


friendly. He thrives jn the atmosphere of Tehran, 
being. himself something of a gossip and 3a 
intriguer. 

THe aad is young wile both speak excelet 
English. 


eat 

Minister 
193 

Borm 1908, Edvcated! atthe Law Fac 
aeijanceo Acre ner othe. Bra 
Foran Service since 194, hi ast post havi 
CansultGencral a1 Antwerp. Was Brazian delegate 
fw the Unied Natlons Comaaion of Eau om 
the Balane in 187 

‘sthoagh he resembles a gromly iat tod, he 
ws ot without charm, aed tas culated tastes. He 
speaks excellent French,” Hi wife has jot ative 
Ih er sbeoce there was ample comelaion 


Antoaio. Mendes Vianna (April 26. 
in Rig) 


‘Chie 
Minlater > Dr. Samuel Avendano, 
Resident in Ankara. 1 have not met him, andl 
believe he has not yet presented his credentials here: 


Cin (Nada 
‘Coumslor’ Stuo Chang Hse 

Fie ave ofl restos with thi Mio 
Mr, Hu. who. was tn Rangoon, 
Intent and spose’ to be Sony. te me 
tdheming. “CWriten in 1952) 


Crechostovakia 
‘Minister: Dr. Joseph Zabors Uanuary 14, 19533) 
Middle-aged and rather benign. More poli 

and more eary to talk to than the other Fron Curtal] 

representatives here. Believed to be a fo 

University lecturer. Speaks French, 


Denmark 
Mininter : Axel Kaspar Frederick Sporon-Fied 
bee 14, 1987). 
Before coming to Persia he was for many ye 
‘Consul-General in San Francisco and had obvio 
taken root there. He ix. meticulously formal 


(May 9, 1954), 
‘Born 1905, Graduated in taw from the Uni 

Of Grenoble, A eater diploma. 

member Egyptian Delegat 

negotiations with Great Britain and afterwards 

the secretariat of 

Montreux. 


intent. 


fe is affable when one meets him, but 
and a : is 


Resident in New Delhi. I have 


Finland 


Minister Bruno Rafael Kivikoski (designate). 
Resident in. Ankara 


France 

‘Ambassador: Fransois Coulet (uly 10, 1950), 

gc Bara 196 a ras fom the Ee Lie 

Scicocss Politiques. Joined the Diplomatic 
Service in 1938 and served at Moscow and Helsinki 
Joined the Free French Forces oa June. 19, 1940, 
od wat dy ised by Vichy 2 month ltr.” He 
Tay Get ge Cain Gorell tom 

to 1983, when be was a Secretary: 
General at the Prefecture’ of Corsica, for a short 
Period. Sutcyventy erat to England and wat 
Seat in June 1944 to be General de Gaslle's Regional 

iasioner in Normandy inmediately: ater the 
Allied landings. After the libration of Pais he was 
foe's time for Inter-Allied Relations at the 
Quai dOrery onl he became Director of European 
‘Aliso 1865" Appointed Minor a Hens in 
1947." (Writen in 1981, 

M. Goulet is now doyen, role he performs 
sharacterisically with more dignity: than ‘earth 
His attitude. towards ‘his collegues and’ many 
SS a 

dng. thoroughiy._Cynital a 
ilsioned. "He is both able and azure, bat f 
fear that his judgment is often warped by a srnn of 
selCimportance verging on exhibitionism, Personally 
Fras ow hi ipl cole do fara 
can jodgc, a reliable one. Unfortunatly is 
Teltions, and those of his’ Embassy os a whole, 
With the Americans leave much to be dered. 
Mme. Coulet i's Canadian by bith and’ wos 
ry muarcied tthe Hon. Quintin oy (ow 
Hailsham). “Her petsonal qualities re het 
Unlike Nee present husband's 


Germany (Federal Republic) 
Minister: Dr. Lutz Gielhanmer (October 1, 1953), 
More of 3 bank official than a diplomat and ean: 
fequently scems always a Utle lst. Worked for 
omber of years before the war in Persia with the 
Bank Mel. (Kermanshah 1929-3: thea Tabriz 
od Tebran, returning. to Germany in 1938) 


aks Perian and far Engl an 2 stoden 
Pe eon potoy ts id GPa ce sane 
Mecond. His wie ic» typical Germak hanafnnn 


Greece 
_ Minister 
in Aghara 


Moly See 


splgleruncio: Mgr. Rafacle Forni (November 16 


Jean Callergis (designate), Resident 


‘of Budapest. Served in Paris (where he was 
Affaires to the Spanish Republican 
He is not much seen and 

bbe responsible for much covert wark for 


Speaks some Freach in a high squeaky 
fe is grim woman, (Written in 1952) 
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eeland 
Minister: Dr. Helgi Palson Briem (September 29. 
1951 
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“Also Minister to Sweden, Finland and the Soviet 
Union. Does not appear in Tehran, (Written in 
1951) 

ew De. Beem. whose parish is remarkably 
wide, in Stockholm. "He is pleasant enough, wit 
‘an English wife, He has not appeared here’ since 
my arti 


Indonesia 
Minister: Mahmud L. Latjuba (May 23, 1953). 
A ightlipped little man who seems reluctant (0 
converse though his Engi 
fncy he fall of sna 


ay 

aman: By i, ade. 
ra ait as Gi 

ke a et ia, 
He is inclined to regard the Persians as rather 
Uta po Ei 
ci BS a 

on mt sur place, A Kurd and 

of lA 
itor Catt aa 
seek ca aoa St 
Sra a ey Sets 
Sasi Se eae es a 
account less influential than he could be 


Maly 

‘Ambasador: Baron Giuseppe Vita 
Confalonieri une 17, 1954), stored 

‘Born 1900 in Milan. Has served in France (in 
kyon during the war), Heland, Geneva, Cacchor 
svat Topol fants the war snd at he Ms 
of Foreign 

Oni soquitianc eppes vague and sity, 
but is able and straighter than he looks. Was lf 
3 fortane by his frst wie and is now married ve 
‘an auiractive and very Irish woman who was herself 
tonne feen os oa = ae his second 
szariage has bsen Very pro-Brtsh "ls reported 
be dled by the Frenth because of hig wartine 
=Suvies in Lona to cpr 

ve fou iculany friendly. to 

Uris nd he and his wife are mom ene 


"Riiaer: Seen 


Born 1898, 


gue of Nations, "Peking, 

pentane Mcrae a 

Se aa 
return to Japan in 1949 he retired and 

‘employed by the Caltex Petroleum Company, which 

sau & oon Sarma eres 
“TThecorn aiiou Wo be fcaly. He speaks 

Sa Se dy. em 


Jordan 
Ambassador ; Ihsan Essaid (October 6, 1958). 
Until recently Counsellor and Chargé d'Affaires at 
Ankara. AL one time an official in the Palestine 
Administration, and served as assistant to” the 
Revdeat Adviser to the Government of “Aden, 
He sents friendly and agreeable though not 
pethaps of high call." Has ston ious Sy tet 
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‘Arab/Israel dispute, perhaps because he is a native 
‘of Palestine and lost his property there. 

His wife was formerly fady-in-waiting 10 the 
Queen Mother of Jordan. His eldest son hopes (0 
0 to London University. 


Lebanon 
“Minister: Mohammad Sabra (May 26, 1954) 

Formerly Counsellor in Buenos Aires" He aod 
hh attractive wife are both Moslems. They seem 
intelligent. pleasant and friendly. 


Nethertands 

Minidce? Baron W. J. O. Gevers (March 16, 
1954) 

"A carer diplomat who has served for sme years 
in London (Biterly “as” Miniter Couoslln)” 20d 
speaks excellent Urbane, agrecable, 
fRendly sod very prosBriish, T have seen lot 
of Baron Gevers during the oil negotiations and 
found him plcasant and sensible to work with, He 
tmay not be bilan, but sonecals 8 Bood deal of 
Sti under a axing manne, 


Now 
Mitheer: Emest Krogh-Manien (October 16, 
1930) 


tout fs friendly and punctitious when he does appear, 
(Weiten ‘in 1052) 


Poland 
Chatgé d'AMfures:  Kazimlera Smiganowshi 

OA sali, endl le esane, who has recat 
*A in manner, 

marrid his secretary. (Wetton in January 195) 


Roomania 
‘Minister : ‘Traian Micou (August 18, 1952), 
‘An unimpressive and small man who Is leo 

‘clined than his Czech and Polish colleagues to 

‘mix with Western diplomats, 


Saudt Arabia 
Miniter Homch Gows (May 24. 1948). 
ony know that he ai 

tt he talks 00 European language. 

adds to the Siow Tehran receptions. (Written 

in January 1951.) 

“i it acatre 4 young Persian wife and child who 

are sometimes sce public 


Minister: Isidro de las Cagigas Lopez (August 23. 


1954), £ 
An i who ix something of an 


ist, He has spent so long in Arab countries 


that he is really no longer presentable. His wife 


seems better. 


Sweden 

Minister; Ragnvald Richardson Bagge (Februsry 
18, 1953), 

‘A pledsant, wellinformed, friendly, but very 
talkative colleague with an attractive Finnish wife. 
‘Was in charge of the Press Section of the Swedish 
Ministry of Foreign Affairs during the war. Has 
previously served as Minister in South America and. 
Minister Counsellor in Washington. He and his wife 
tal excelent English, He was born in Canada: 
where his father was Swedish Representative at t 
time. While not in the highest Might of Swedish 
diplomats he ix a very satisfactory colleague. 


Ganz (designste). 

br. EM ome’ 

previously served in Helsinki, “A First : 

M. Marcel Grosienbacher, is at present in charge. 
Hie and his wife are a friendly but retiring couple, 


Vacant. Chargé ‘Affaires: Abdul-Ghani El 
Rafi, Third Secretary (uly 10, 1954). 


Turkey 

Ambassador; AN Fuat Turkgeldi (August 8, 
1951), 

“Born about 1891. After being Minter at Rio 
de Janeiro, Tirana and The Hague was first Turkish 
‘Ambassador to India in 1949. 

‘A shrewd and capable career diplomat, He it 
very well disposed towards ux and laments the fact 
‘that Persia and the Near East fail te the 
value of Western connection ax does. 
(Written in 1951.) 

A kind and ffiendly man. Unfortunately he is 
jn poor health. Keeps in close touch with Internal 
peice 


United States 
igAmbumador : Loy W, Henderson (September 2. 
1). 

"Horn 1892. After service with the Red Cross it 
the 1914-18 war he joined the Foreign Service in 
1922 and served in Baltic countries, and before and 
during the last war in Moscow, where he was Chars? 
WAlfaires. Later Minister in'Iean and head of the 
‘Office of Neat Eastern and African Affairs of the 
Suite Department. Ambassador to India 1948-51. 
He na tiny colleague, who appears genuine) 
to believe in Anglo-American co-operation 
practise what he believes. Balanced and cautious. 
(sien in 1951) 


Goring the oil nego 
and here for hi 

Unlestandie ofthe 
Bot uoasuming perumali¥- 


Venervela 
‘Minister : Dr. Ramon Hermandezron (designate) 


‘Yugostavia 


Minister: Ante Rukavina (Fe 1. 1984). 
‘Looks 


ee 


and quite sensible. 
bouncing: 
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EP 1534/57 No, 36 
OPENING MEETING HELD ON APRIL 14, 1954 
“ 
Sir Roger Stevens to Mr. Eden. (Received April 14) 


(No. 315. Secret) Tehran, 
(Telegraphic) April 14, 1954. 
Oil negotiations. 
The opening meeting was held this morning and went off quietly (please sce 
my telegram No. 321), 


2. My telegram No. 316 contains text of aide-mémoire which was handed to 


the Persians on the understanding that it was secret, would not form part of 
permanent record and would after study be handed back by the Persians, Comment 
follows in my telegram No. 320. 


EP 1534/58 a) 
Sir Roger Stevens to Mr. Eden. (Received April 14) 


(No. 316. Secret) 
(Felegraphie) 

Oil negotiations. 

Following is text referred to in my immediately preceding telegram. 

We appreciate the importance of reaching arrangements which will result. in 
resumption of flow of Iranian oil into the world’s snarket in substantial quantities 

We also appreciate the importance of doing this in a manner which would meet 
the aspirations of Iran in particular we would recognise the Government ownership 
of oil in the ground and of producing and refining facilities. 

We hope, for their part, Iran will oppreciate the importance which the 
Consortium attaches to the point that the arrangements need also to be satisfactory 
o the Consortium from a commercial standpoint. 

However, it is not a simple thing to meet both the commercial needs of the 
Consortium and the aspirations of Iran, We have not therefare prepared a detailed 
proposal at this time but wish first to outline, as a basis for discussion, some of the 
more important features of what we have in mind. 

As a result of the goodwill established over many years and the investment. of 
huge sums of money in distributing facilities, the members of the Consortium enjo 
fa very large marketing position in the eastern hemis Nevertheless, it. will 
not be an easy matter to establish the flow of Iranian oil in large quantities. 

The crude oil formerly drawn from Iran has been replaced by the plentiful 
supply of crude oil from other sources. The refining capacity once utilised at 
AAbadan has been supplanted by new refinine capacity in other pits of the eastern 
hemisphere, To an increasingly great extent the Governments of the country in 
which oil products are consumed have required, and are still requiring, the company 
to erect refinery in their country. 

Despite these difficulties it would be the hope of the Consortium to arrive at 
& rate of production of Iranian crude (for export as such and for refining) of 
30 million tons a year by the end of the first three years’ operation. 

The operation of the refinery presents even greater problems, and the 
Consortium does not expect to be able to reach a through-put rate of more than 
12-5 million tons a year by the end of the second year's operation. Even this will, 
of course, depend greatly upon available markets, 

The actual production and refinery programme for which the Consortium 
would strive during the first three years would be:— 

A total crude programme (including crude for refining) in the first year 10 MT, 

in the second year 20 MT, in third year 25 MT. 

‘A refining programme in first year 6-5 MT, in second year 10 MT, in third 

year 12-5 MT. 


Tehran, 
April 14, 1954. 
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The Consortium members feel, if they are to provide large-scale outlet for 
Iranian oil, there would. need to be suitable type of agreement between them and 
the Iranian Government which would make the Iranian oil available on terms and 
conditions competitive with those prevailing in other Middle East countries. They 
believe the best method of doing this would be for the Consortium members to be 
granted, for their own account, certain rights and powers in respect of producing 
and refining operations including, among other things, the exclusve right to explore 
for, drill fr, produes and refine and the right to transport and export oil and xis 
together with the right of effective control and management of these operations. 
It is hoped that a way can be found whereby such an agreement could be made 
within principles of nationalisation. 

It has been assumed that the Government would not wish to have the 
Consortium participating in internal distribution or operstion of Kermanshih 
refinery or Kidft-i-Shah field. Hence these operations are not included in the plan 
the Consortium has in mind which in other respects would cover the same area as 
A.LO.C. 1933 Agreement. x 

The duration of the agreement should be comparable with qualifying 
arrangements in the other Persian Gulf countries in order to make it competitive 
The expiration dates in more important cases are:— 

Tran, Basrah Petroleum Company, November 30, 1995, Iraq Petrol 

‘Company, March 14, 2000, Mosul Petroleum Company, May 25, 2000, 

Saudi Arabia, original area, July 14, 1999, additional area 2005, 

Kuwait, December 23, 2026, 

Under plan the Consortium has in mind, the Iranian Government and. the 
Consortium would share equally in profit on the total volume of crude delivered 
aboard ship for export and that delivered to Abadaa reflnery for processing, This 
Protit would be the difference between cost of crude thus delivered and a value for 
that crude which would be related to crude oil selling prices, Payment of Iranian 
Government share of profit would be made to it by s combination of a payment 
per ton and payment of Iranian income tax, mainly the latter. All such payments 
would be in sterling 

As regards refinery, the crude oil delivered to it would be included as stated 
above in profit share plan, In addition there would be a processing fee on which 
Tranian income tax would be payable, In this way, the Consortium is convinced 
that Tran would receive its fair and proper share’ of the profit attributable to 
producing and refining activity in Tran taken, as a whole on basis consistent with 
that existing in other Middle East Oit producing countries ‘ # 

ip of existing facilities to be used by the Consortium in Iran woul 

be i the Gavemnment, but these fnelities would be leased to. the Consortium 
members. A percentage of value of such facilities would be included by the 
Consortium in its annual operating costs. New facilities required in future would 
be financed by the Consortium and would immediately become the property of the 
Government and be leased to Consortium members. A percentage of costs of 
such new facilities would likewise be included in the annual operating costs. Please 
pass to Fraser and Hopwood. Harden is not, however, repeating to the American 
‘Company concerned. 


EP 1534/59 oO 
‘Sir Roger Stevens to Mr. Eden, (Received Aprit 14) 


Tehran, 

(aegopaigy me April 14, 1954. 

Pollowing agreed communiqué was issued at end of this morning's session. 

Begins. 

ion of the conference of the Consortium representatives and 

Persian re tives was held at 11 a.m. on Wednesday, Apri 14, at the White 
Palace. To open the meeting Dr. Amini, the Head of the Persian Delegation, made 
statement as follow: 
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1 wish you welcome, Gentlemen, on behalf of the Iranian Goverament 
nd the Iranian Delegation, and hope that you will have a happy and pleasant 
stay in our country. The efforts made by the friendly countries concerned 
towards the solution of the oi! problem, and which have led to the 
commencement of discussions, are much appreciated by the Iranian nation 
and Government. The atmosphere of friendship and good understanding 

is to-day more than 


justice. We have no doubt but that the friendly countries concerned, fully 
aware of Iran's situation and of the heavy burden of duty which lies on our 
Government, will co-operate with us in arriving at a solution of the oil problem. 
The formation of a consortium, with all the difficulties which it has involved, 
ia an outstanding proof of the goodwill and keen interest of the friendly 
countries concerned in regard to the solution of this difficult problem. You, 
Gentlemen, who are all of you eminent personalities, have by your presence 
brought us a firm pledge that the forthcoming discussions will be conducted 
in an atmosphere of friendliness, cordiality and full understanding and will 
ead to a mutually satisfactory result.” 


Mr. Harden, on behalf of the consortium representatives, thanked Dr. Amini 
for what he had said and added that not only did he reciprocate what His 
Excellency had said, but he assured the Persian Delegation of the goodwill of the 
consortium representatives. Mr. Harden felt that in view of this mutual goodwill 
4 suitable solution could be found. ‘Then the points which should be discussed 
between the representatives of the consortium and the Persian Delegation were 
mentioned by Mr. Harden and it was agreed that these points should be studied 
by the Persian Delegation in preparation for discussions at the next meeting. The 
meeting came to an end at 12-15 p.m, and discussions were adjourned until 
Saturday, April 17, at 10 a.m. 


Ends. 
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PROGRESS OF NEGOTIATIONS 
Mr. Fry to Mr. Beeley (Washington) 


(Secret) Foreign Office, 

Dear Beeley. April 23, 1954. 
‘The telegrams {rom Tehran will have given you a full account of the progress 

of the Persian oil negotiations. But it may in any case be useful to you to have our 

assessment of the present position and we are anxious, for reasons explained 

below, that this assessment should as far as possible be put across to the State 


Department. 


2 The Persians have objected to almost all features of the proposals put 
to them: to a profit-sharing agreement in principle, to the very substantial 
Production programme which they were offered, to some aspects of the 

inancial arrangements proposed, to sterling as the currency of the consortium and 
to British registration of the group service companies, They have agreed in 
Principle to pay compensation to the Anglo-Iranian Oil Company, but obvioush 
re preparing to argue the amount to the last penny. On the other hand, all 
Feports from Tehran, including some useful ones from the Anglo-Iranian Oil 
‘Company and Shell representatives there which you have not seen, denote that the 
Persians certainly want an agreement and indeed that matters are going as well 
5 could be expected. We do not suppose that the Persians will give way easily 
‘on all or even on any of the points mentioned above; but we feel reasonably sure 
that their objections, as they now stand, are only a normal opening gambit, tactics to 
employ in buying a carpet. 
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3, We have seen no signs yet that the Americans take a radically different 
View, but in view of our experience while the consortium negotiations were going 
on here you will understand our apprehension that as soon as the going becomes 
really hard they will begin to think of jettisoning the points of purely British 
interest. Compensation for the Anglo-Iranian Oil Company is obviously one, 
although it may be some time before negotiations on that point become critical, 
Another two, British registration of the group service companies and sterling as 
the currency of the consortium, may be in danger sooner. For this reason we are 
anxious both that the State Department should accept our view, which is sincerely 
held, that it is much too early to think of any concessions at all to the Persians, 
and that they should be in no doubt of our position on these particular questions. 


4. Ibis, briefly, that in agreeing to the proposals which have been put to the 
Persians we have accepted a severe loss of both cash and prestige. We are ready 
to take a much reduced stake in the Persian oil industry (which was a purely British 
creation) although we do not believe that the consideration from other inembers 
of the consortium and the compensation (if any), from the Persians will together 
prove to be anything like an adequate recompense. The financial arrangements 
proposed will face us with a considerable dollar drain, We must do what we can 
to minimise these losses; and compensation, registration and currency are three 
Points at which we can at least do something, (For your own information we are 

ularly anxious to Keep London as the financial centre of the international 
wustry, Since the war, Royal Dutch Shell, Iraq Petroleum Company and 
it Oil Company and a number of subsidiaries of United States companies 
have all operated from here,) But quite apart from our arguments of plain se] 
interest we cannot ignore that if a settlement is too seriously to our disadvantage 
it will not be acceptable to Parliament and public opinion here. We nade so many 
concessions to the American point of view during the consortium negot 
{hat we are now almost down fo the hatd core of points on which we canaot 
way. We believe that we made this clear to the United States Embassy, to Hoover 
and to the United States companies hare, and do not think that any of them could 
in good faith recommend that the United States Government should press us to 
make further substantial concessions in negotiations with the Persians 


$. We shall be grateful if you will maintain pressure on the State Department 
‘on these three points and leave thens in no doubt that they cannot 
bargaining counters. In discussing the registration of ths companies you ean add 
an entirely practical argument which should appeal to all members of the 
consortium. This is that the companies must be registered in a country of which 
the Government will be capable of lending effective diplomatic support {0 them 
in any disputes with the Persian Government. Our own experience over the past 
three years proves this beyond doubt, since the Persian Government contested 
‘our right to intervene even on behalf of a private British company and would all 
the more certainly reject British and American representations on behalf of a 
company which was not British or American registered. We do not suppose that 
the Americans would suggest United States registration for the group service 
companies (for both financial and political reasons we should think this out of the 
juestion); and this leaves us with the conviction that on practical grounds alone 
the companies must be registered in the United Kingdom, 

6. We have considered another method of securing effective diplomatic 
support for the companies, namely that an inter-governmental treaty should be 
concluded with the Persian Government to support and guarantee any contract 
concluded with the consortium. We have discussed this with the United States 
Embassy here, who have reported unfavourable reactions from the State 
Department. We may revert to the subject later; but if meanwhile the State 
Department take the fine that an inter-governmental treaty to support the 
consortium’s contract is unnecessary or undesirable, it makes it all the more 
‘essential that the companies should be registered in a country capable of something 
like effective diplomatic action. 


7,_ 1am copying this letter to Denis Wright at Tehran and to the Paris and 
‘The Hague Chanceries. 
Yours ever, 
L. A.C. FRY. 
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CONVERSATION BETWEEN SIR ROGER STEVENS AND THE 
SHAH OF PERSIA ON APRIL 22, 1954 


i) 


Sur Roger Stevens to Mr. Eden. (Received April 30) 


Tehran, 

(No. 18. Saving. Secret) April 24, 1954. 

1 saw the Shah, at my request, at 5-30 p.m. on April 22 for weil over an hour. 
1 said that some time had elapsed, and there had been various developments in 
Anglo-Lranian relations since my last visit, He at once remarked that he hud heard 
a report that the United States companies were dissatisfied with progress and might 
withdraw altogether if they did not get their own way. I replied that | had heard 
similar reports and had made a careful check which led me to believe the reports 
were exaggerated. They might appear a little impatient but were determined 0 
explore the whole position thoroughly before reaching any hasty decision. We 
then talked at length about the tax route, the pricing of oil and the nationalisation 
law. He repeated many times that the settlement must conform to. the 
nationalisation law, said that if it did it would not require Majlis ratification (only 
permission to sell more than 1 million tons of oil) whereas if it did not it would 
need it and not get it. He played on the Communist bogey for some time in 
terms with which I could not but agree. I said, however, that we had always 
recognised that a durable settlement must be within the framework of the 
nationalisation law, and this one must clearly do so. A way must be found of 
Teconciling the companies position and that of the Iranian Government, The 
alternatives were too horrible to contemplate. On the other hand there were 
bound to be some features of the settlement which were unpalatable and fell short 
of the ideal from am Tranian point of view, It seemed to me that the Government 
should make it its objective to convince the public and Parliament that the 
settlement was the best they could get, that it would have been impossible to get 
agreement on any other terms, and that it would bring great benefits to Tran 
whereas a failure to settle would mean disaster. 

2. At the end of our conversation, the Shah reverted again to the attitude 
of the United States companies and enquired what would happen if they did 
withdraw.. I said that such a possibility had not been contemplated, much less 
discussed. It would be 4 most unsatisfactory position and the other companies 
would be unable to sell the proceeds of Persian production. Any suggestion that 
Her Majesty's Goverament or A.LO.C. were not 100 per cent. behind the 
Consortium solution was false. It was now the only practicable arrangement. 
Shah said he quite realised the other companies could not take so much‘ol| bul 
pethaps Iran herself could dispose of some of the remainder. Could not Italy, 
Germany or Japan be brought into the consortium? Isaid they were not producers 
and could not help to make room for Persian oil by cutting back elsewhere. Any 
Arrangement which enabled Iran to id» gnaranteed cule for only. part of het 
oil would be most unsatisfactory. I assured him that Her Majesty’s Government 
and I personally to the best of my ability, would make every effort to bring 
About a better and more lasting solution than that. 

3._Affter this conversation I went to see the United States Ambassador to 
warn him of what had passed. He told me he had seen Mr. Ala, Minister of 
Court, that morning and no doubt what the Shah had heard about the attitude 
of the United States companies was derived from that conversation, though it had 
Bot exaggerated in the process. He was glad to know what I had said to the Shah 
‘and would take the same line when he saw him on Sunday, April 25 
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Mr. Allen to Sir Roger Stevens (Tehran) 
(Secret) 
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when compared with Henderson's accounts of his interviews with the Shah and 
Hussain Ala 


2. We are not certain how much Henderson told you of his interview with 
Ala. But the United States Embassy here have shown us almost the whole of his 
(elegram although as I have said elsewhere, it would be better if you did not 
mention this. Ala attacked every single part of the consortium’s proposals with 
great vehemience, bul, as we would expect when he was talking with an American, 

1¢ laid particular emphasis on the impossibility of giving British nationality to 

the group service companies. He also repeatedly warned Henderson that the 
A.LO.. with * the British-controlled " Shell group and the “ A.LO.C,-dominated ” 
Compugnic Francaise des Pétroles would dominate the consortium and would 
certainly push out the American companies as soon as they could. 


3._ This last warning is perhaps the key to the matter. On the morning of 
April 22, Ala is trying to persuade Henderson that we intend to kick out the 
American companies: and in the afternoon the Shah is giving you what seems to 
be the clearest hint that we could make some arrangement without the American 
companies. This looks like a classic example of the invariable Persian tactics of 
trying to drive a wedge between us and the Americans, the more to be regretted 
because the Shah's attitude may be of critical importance. We may hope that your 
answer fo the Shah disabused him of the idea that a wedge can be driven, but 
the Persians bein gwhat they are we cannot be confident, If he or anyone else makes 
the same suggestion again we would suggest the short answer that if the Americans 
should withdraw it could only be because the Persians were refusing to accept 
reasonable arrangements and we do not expect the other companies to have any 
‘more interest than the Americans in unreasonable arrangements. 


4. I might add that we have tried to puzzle out what (if our guess is right) the 
Shah and Ala were hoping to gain by a split between the Americans and us in 
this affair; and we can find no answer. Whatever emphasis the Shah and 
others may lay on the Nationalisation Laws, a genuinely multi-national solution 
seems almost as important to Persian presentation: British preponderance in any 
consortium would hardly do. Perhaps, however, there is no need to look further 
for a reason than the irresistible attraction that ‘such wedge-driving holds for all 
Persians. The old advice may be applicable: never mind so much what the other 
chap has in mind; make certain that he knows what you have. 


Yours sincerely, 
M. BUCKMASTER. 
(for R. ALLEN.) 





BP 1534/83 No. 39 
REVIEW OF THE PROGRESS TO DATE OF THE NEGOTIATIONS 
Sir Roger Stevens to Sir Harold Caccia, (Received April 27) 


(No, 15327/5/S4, Personal and Secret) Tehran, 
My dear Harold, Tehran, 

This week there is not a great deal to tell you beyond what is already in the 
telegrams. Indeed, 1 am afraid that with telegrams to Fraser and Hopwood as 
well as out own reir reports you maybe getting overloaded. I assume, however, 
that you like to have telegraphic accounts of each principal meeting for the record, 
and having offered A.I.0.C. a daily ration of one telegram (which they have not so 
far taken up) I feel that we must do the same for Shell. 


2. The prevailing impression is that since the Persians recovered from their 
initial shock the conversations have gone reasonably well and the speed at which 
each side has got down to business seems to be highly commendable. Now that 
the Persians have realised the reasons for the organisational structure, the tax 
route, &., they appear to be making a genuine effort to see what can be done to 
meet a concept which, from their polical point of view, is clearly very difficult to 
swallow. Ido net so much mean any alteration in fiscal legislation— 
this may not prove too difficult—as the whole idea of receiving revenue in the form 
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of tax on a profit sharing basis rather than by selling their oil, Personally, I think 
that this issue rather than management in the narrower sense is likely to prove the 
most crucial one and some of the Consortium negotiators, particularly Loudon, 
have been talking about the possibility that they might, within the next ten days, 
have to return briefly for consultations with their principals. If they did so, they 
would arrange that technical discussions should continue here during their absence 
and they might even meet at some point on the way, eg., Rome. I have not 
gathered yet how much, if any, give in their attitude all this may portend; officially, 
at least, we are always told that any departure from the basic structire of the 
profit sharing arrangement would be a breaking point. 


3._ The two matters of particular concern to Her Majesty's Government which 
have come up during the past week are sterling payments and British companies. 
In connection with the first, I should explain what has been happening about the 
Note from the Ministry for Foreign Affairs referred to in my telegram No, 332, since 
‘our uncommunicativeness on this may have puzzled you. This Note was the most 
curious document with a long-winded and distinctly confused paragraph. about 
compensation and a short and very snappy one about sterling, We came to the 
conclusion that there was nothing in the compensation paragraph which need hold 
up discussions or to. which any objections we felt could not be voiced in my 
opening remarks—which they were, as you will see when you compare the 
paragraph of the Note (copy enclosed) with the text of my opening statement, The 
refusal to accept sterling, however, seemed to us much more serious, After a word 
with Henderson who entirely shared my point of view I went to see M, Entezam 
and told him that the question of sterling payments (as opposed to the use of 
sterling earned) was a matter for the Consortium. As they had not yet discussed 
the question properly with the Consortium their flat statement that sterling would 
be unacceptable appeared premature, This was a subject on which 1 could assure 
him the Consortium was absolutely firm and 1 thought that after they had talked 
the matter over they might find the terms of the Note, if on the record, a positive 
embarrassment, I therefore suggested that he might like to take it back or hold it 
in suspense until the matter had been gone into further. 


4. Entezam took all this in good part and said that he would have to talk to 
the Minister of Finance, Dr. Amini. He admitted that an earlier draft of the Note 
had been couched in more moderate language and that the wording had been 
tightened up in the Ministry of Finance without his realising We also 
subsequently discovered that the managing director of the Bank Melli had never 
been consulted about it. | have since heard, unofficially, from several quarters that 
the last paragraph of the Note is being rewritten. We will, of course, send you the 
revised text as soon as we are in a position to do so. 


5. As regards British companies, I have nothing particular to add to recent 
telegrams, It is clearly going to be a difficult subject and f should like to have 
some indication from you some time, how much importance is likely to be attached 
to it politically in London, As you will realise I have not had any specific 
instructions bearing on the subject, though the Minutes of the Working Party held 
on January 23 indicated views at that level and the advice of Angus Beckett and 
David Serpell has, as usual, been most invaluable, I fully appreciate the economic 
arguments for British registration and for the rest have consistently maintained with 
Other members of the Consortium that this is one of the few remaining shreds of 
the Union Jack which will help Ministers to defend what will inevitably be 
‘an unpopular settlement in the House of Commons. But any indications you can 
tive me of how minds are running on this subject, or would run if they 
Were focussed upon it, would be most helpful. Which is likely to be judged the 
more important, this or compensation? 


6. Asto the general scene there are too many people floating around and no 
fone quite knows who is saying what to whom. The various gradations of 
‘American: United States Ambassador, Hoover, Harden, Rieber, make the position 
particularly ambiguous. Unfortunately, Harden and Loudon have removed 
themselves from Tehran and gone to live at an hotel seven miles away at the foot 
of the mountains. Hoover has followed them there and we have been trying to 
arrange ever since for Snow and Beckett to get rooms at the same hotel so that 
they can sit on the tail of the others. So far we have met with complete obstruction, 
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but we hope for better things in a few days. This little bit of local colour may 
give you some idea of the difficulties under which we operate, 
‘Yours ever, 
ROGER STEVENS. 
Enclosure 
Copy of Note dated April 15, 1954, from Iranian Ministry of Foreign AGjairs 


Your Excellency, 

Further to my letter No. 381 of 14th April the Imperial Iranian Goverament 
has now given full consideration to the contents of your letter of April 9, and hereby 
conveys to your Excellency its views concerning the various points covered with 
the request that you kindly communicate them to Her Britannic Majesty's 
Government, 

‘The representatives of the Consortium having now arrived in Tehran, the 
Iranian Government is ready to enter into discussions with them in a spirit of the 
utmost goodwill. We hope that these discussions, which will be conducted on the 
basis of complete understanding, will lead within a short time to a mutually 
satisfactory result. 

With regard to your suggestion that two specific matters should be withheld 
from discussion with the representatives of the Consortium and dealt with between 
‘our two Governments, my Government's views are as outlined below: — 

‘On the subject of compensation and counter-claims the Iranian Government is 
willing that this matter should be separately discussed, and since the parties to this 
dispute are the Iranian Government and te former ‘company, direct negotiation 
on this subject should take place between the said two parties. Her Britannic 
Majesty's Government may of course enter these discussions as representing that 
company. With regard to the ptocedure to be adopted, considering that the 
Iranian Government gress to the principle of settlement’ of compensation and 
counter-claims it {s felt that the several possible alternatives which exist as you 
point out, should be examined and whichever is deemed to be the most practical 
‘and the most conducive to a speedy settlement, should be chosen from among them. 
As regards the method which you suggest as being the most convenient, and in 
connection with which you refer to a claim by the former oil company for 
‘compensation in respect of the period between the nationalisation of the oil 
industry and the final agreement, the Iranian Government feels that this is one of 
the alternative courses which could be studied. with of course due regard to Iran's 
claims including that for damages resulting from the economic blockide which 
preclided the sale of oil by Iran after the nationalisation of the industry, with a 
view to determining whether or not it hus an advantage over other alternatives. 
This statement cannot of course be interpreted as an implicit acceptance of the 
purport of the specific alternative mentioned in your Excellency’s letter. The basic 
principle in the light of which the ultimate choice of procedure should be made is 
that the assels of the former company should be evaluated, the claims of the Iranian 
Government should be determined, and the facilities should be accorded for the 
liquidation of such sums as may ultimately be found to be due by one party or the 
other, 

With regard to the second matter which you suggest should be dealt with 
directly between the two Governments, namely Ian's use of sterling, and a proposal 
contemplated by the Consortium to the effect that sums payable to Iran should be 
paid in sterling, in the view of the Iranian Government a proposal to this effect 
Would: be unacceptable, In the event that in the course of discussions with the 
Consortium representatives, such a is made, the Iranian Government's 
views in connection with it will be expressed on that occasion, 

L avail myself, &c. 


Mr, Allen to Sir Roger Stevens 
EP 1534/83 
(Secret and Personal) Foreign Office. 
Dear Roger, May 1, 1954. 
‘in Harold Caccia's absence I am replying to your Personal and Secret letter 
‘No. 15327/3/54 of April 21, which contained some of your preliminary impressions 
‘of the way in which negotiations were going. 
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2. First, however, we have to congratulate you and. your team on very 
satisfactory progress towards a payments agreement. Apart from your own efforts 
we have presumably to thank the sensible and practical, as distinct from political, 
approach of the Bank Melli, Our own impression was that the Persians were in 
fact reconciled to accepting sterling as the currency of the Consortium, and that 
their categorical objection to it was a bargaining mahoeuyre designed to improve 
their position for the real argument on the extent to which we would give them 
convertibility. But whatever the explanation, it is very encouraging to have out of 
the way point on. which we might have had considerable difficulty and litle, if 
any, support from the other parties to the Consortium, 


3. On the debit side we now have the intervention of the Shah in the most 
unhelpful sense, The United States Embassy have shown us Henderson's accounts 
of his conversations both with the Shah and with Ala (please do not mention this, 
since the Embassy were apparently not supposed to). Reported in extenso, the 
conversations seem even worse than was indicated in your summary. We do not, 
of course, believe all that the Shah says, We realise that his pathological fear of 
the extreme nationalists and his constant tendency to compromise with them may 
well make him much more obstinate on the main issues than his own Government 
But we cannot help wondering whether he is not putting the maximum pressure 
upon the Americans with, among other things, the object, which he seems always 
© have in mind, of extracting some more military assistance from them. On the 
other hand, we see very clearly the point which both you and Henderson have made 
in slightly’ different terms, that it will at best be extremely difficult for the 
Government to get the Majlis to ratify a settlement if there is any doubt whether the 
Shah approves it. We must certainly take his intervention seriously, 


4, The current telegrams will have given you our views on British nationality 
for the companies; but on this I shall have one point to add later. 


5. Lean best explain our own general impressions and policy as follows. We 
have very little doubt that this is our last chance of getting a Persian settlement. 
This is not so much for the reason usually advanced. that if we do not get 
4 settlement Persia will collapse into chaos and Communism. We have heard this 
often enough before. It may be true this,time, though T am sure you will be the 
frst to agree that Persian political developments are unpredictable. But We are as 
certain as we can be that if we do. not reach a settlement now we shall soon find 
the Persians managing their own oil industry, not of course with complete success, 
but with enough to put out of the question aby idea of our recapturing it, As you 
will have seen from the telegrams to and from Rome, our blockade of Persinn oil 
is now on its last legs. There are many interests, other than the Malians, which 
Would sooo be in the field, “There. is no doubt. whatever that the Persians 
can themselves produce crude oil, and we estimate that, failing a settlement, we 
should quickly find them exporting, entirely on their own account, something 
between 5 and 6 million tons a year, "That we think would be sufficient to put the 
Persian industry as far out of our reach as the Mexican oil industry now is, and 
indeed it might have a worse effect on our other Middle Eastern oi} interests than 
ven a relatively unsatisfactory oil agreement, In our view, therefore, it will now 
have to be a very bad settlement before it is worse than no settlement. 1 cannot, 
fof course, say whether such an argument would convince Ministers; but it is at 
east a stronger one than the debatable contention that we must reach a settlement 
to prevent a Persian collapse. 

6 But even if it became Her Majesty's Government's policy that, an 
agreement must at whatever cost be reached, we donot think that we have yet 
reached the time for any concessions, and certainly not for concessions on the purely 
British interests of compensation ‘and British nationality. The. Persians’ first 
positions were clearly far removed from their final breaking points, They want a 
Settlement: and we have nothing to lose at this stage by obstinacy. We have no 
doubt, therefore, that we can safely adopt what are after all only perfectly normal 
negotiating tactics of refusing to make piecemeal concessions, and indeed of making 


concessions only when we are quite certain that they are necessary and when we 
can see precisely what we shall get by making them. If any have to be made at all 
the first must obviously come on the questions of management and the method of 
payment to the Persians. (We assume that the Persians are in fact ready to accept 
2 fifty-fity division of profits and that it is the method and not the result which is 
in dispute) The first object of the negotiations is to discover whether the Persians 
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and the Consortium can agree to arrangements for the future operation of the 
industry and the crux of this question, management and financial arrangements, 
must inevitably be pursued first. The compensation negotiations will in any case 
proceed separately, and if arguments on the nationality of the companies should 
Teach complete deadlock we can always reserve our position on it and leave it for 
settlement in the final haggle. Any concession on the nationality issue would, in 
any case, be @ matter for Cabinet decision here 

7. [hope that this answers your question whether nationality of the companies 
or compensation is the more important to us. We should not wish to decide this 
for the present, Apart from the general reasons of policy and tactics which T have 
given above, we think that it will be much easier to take such a decision, if we must, 
in the final stages. If we had an answer to the question: “Just how much more 
compensation will we get if we concede British nationality? ” We might find the 
decision relatively simple. 

Yours ever, 


R. ALLEN. 





EP 1534/99 No. 40 
NEGOTIATORS CONSULT WITH THEIR PRINCIPALS 
ay 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 463, Secret) Foreign Office, 
(Telegraphic) ‘May 11, 1954. 

Your telegram No. 435 [May 4: Persian Oil). 

We understand from Shell that the negotiators are planning to leave Tehran 
about May 20 for consultation with their principals. If they do, we hope they will 
come to London so that we may have-an opportunity to discuss their proposals 
for the next move, and that these meanwhile will be kept as flexible as possible. 

2. We hope also that in the meantime the negotiators will maintain firmly 
the present demand that the nationality of the Group Service Companies should 

ritish, 

3. We have been considering, however, whether there is any alternative 
arrangement which might meet our requirements. The Ministers concerned have 
approved that you should have discretion: — 

(a) to discuss with the Consortium negotiators, for theit own information only, 

the ideas in my immediately following telegram; and 

(5) if the negotiators accept this alternative to put it to the Persians at such 

‘as you think it would have the best effect on your negotiati 
‘compensation, 


EP 1534/99 2 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No, 464. Secret) Foreign Office, 
(Telegrati) : , May 11, 1954. 
ly immediately ing telegram, 
We have been abtog on United Kingdom nationality for the Group Service 
‘Companies for reasons of (a) prestige and (b) exchange control. 


ing both the Persians 
¢ Companies, is that 
pany in the United Kingdom which 
nationality, to handle the operations 
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3. The advantages of this would be:— 

(i) The consortium Company, having United Kingdom nationality, would 
met our requirement of prestige and strengthen further the position 
of London as the centre of the international oil industry 

(ii) The operating subsidiaries, having Persian nationality, could be held up 
by the Persian Government as satisfying Persian national aspirations; 

(iii) Whatever accommodation is arranged with the Persians over control, the 
expenditure of the operating subsidiaries will in the final analysis be 
a consortium affair and would naturally be subject to the control of 
the proposed consortium Company in the United Kingdom. In this 
way we should be able to get a sufficient measure of control over the 
dollar expenditure of the operating subsidiaries 

Gv) If the operating subsidiaries had Persian nationality, with no layer of 
other nationality above it, the Iraqis and others might well demand that 
in their cases also the Companies operating their oil industries should 
have their nationalities, "The proposed alternative would therefore give 
away as little as possible to national sentiment elsewhere. 

(v) It might also improve chances of a settlement that would last, An 
operating Company of non-Persian nationality might well be challenged 
sooner or later, 

4H. would be easier for us to claim aright of diplomatic protection in respect 
of injury done by the Persian Government to British interests in a Persian Company 
than in respect of a Company incorporated in some third country such us 
Switzerland. The right of protection could be secured by inclusion in the 
Agreement between the Persian Government and the United Kingdom Company 
‘or the members of the consortium of specific undertakings by. the Persian 
Government regarding the treatment to be accorded by it to the Persian Company 
and possibly also of an undertaking by the Persian Government to indemnify the 
United Kingdom Company or the consortium members against any injury caused 
to them directly or indirectly through any failure by the Persian Government in 
its duties or obligations towards the Persian Company. Ifthe consortium formed 
a British company to manage its affairs, it might moreover be casier to propose 
an “umbrella treaty” between Her Majesty's Government and the Persian 
Government under which the latter would guarantee to keep its contract with 
the consortium. 

5. This has all been discussed with A.L.O.C. and Shell. They do not wish 
to commit themselves until they have had an opportunity to discuss with their 
negotiators in Tehran and with the American companies. On the strength of 

from London, Shell is convinced that there is no hope of obtaining entirely 
British nationality and also doubt whether the consortium could obtain effective 
ontco if the operating Companies were Persian, A.L.O.C: seem to think tha, i 
we cannot get United Kingdom nationality, Persian would be no worse than that 


of any third country. But A.LO.C. do not think that any concession on nationality 
should be made before agreement is reached on compensation. Both Companies 
agree, however, that the idea should be examined. 
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Sir Roger Stevens to Mr. Eden, (Received May 15) 


(No. 495. En Clair) Tehran, 
(Telegraphic) May 15, 1954. 
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certain questions have arisen during the course of the negotiations, which make 
such consultations necessary. ‘The three Consortium negotiators intend to return 
to Persia after the meetings in London and to advise the Government of Persia 
as to the views of the Consortium on the questions which have arisen. It is 
hoped that discussions between the Government of Persia and the Consortium 
may then be resumed in the same spirit of mutual good will that has so far 
prevailed. The Consortium representatives have also. expressed their sincere 
appreciation of the very warm and friendly welcome and of the many kindnesses 
which have been shown them in Persia. 
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PRINCIPAL POINTS UNRESOLVED BETWEEN CONSORTIUM. 
DELEGATION AND PERSIAN GOVERNMENT 


‘Sir Roger Stevens to Mr. Eden, (Received May 20) 


Tehran, 
(No, 26S. Confidential) May 19, 1954. 

Following is brief summary of principal points which are unresolved between 
Consortium delegation and Persian Government together with my comments upon 
each. 

(1) Operation on agency basis or as principals—We are satisfied that Persian 
Government will never accept the latter. Whole future of negotiations therefore 
turns on companies’ acceptance of former with proper control by companies over 
operations on which agreement in principle appears to have been reached (my 
telegram No. S14). T understand that at a meeting to be held in State Department 
before United States principals set out for London they will be tok that ther isin 
the view of United States Government no possibility of re ‘agreement on 
busis of operating on their own account. To judge from their attitudes ere I do 
fot imagine that A.1.O.C. will raise difficulties and I have the impression that Shell 
are fairly reconciled. ‘The risk exists, however, that since operation as agents 
involves uncertainty, the question of consideration may be reopened, 

(2) Whether the principals in an agency arrangement shall be N.J.O.C. or the 
Iranian Government, The Consortium representatives here believe that it will be 
possible to find some compromise and they do not appear to regard it as a sticky 
Point since the Government will be clearly behind the whole arrangement. I hope 
that they will return with instructions which enable them to be exible. 

(3) Number of Iranian nationals on board.—Discussions have so far been on 
aa basis that the bourd will consist of seven persons of whom two will be Iranian 
Government nominees with full rights. The Persians have at various times sought 
4 majority of Iranians; this has been rejected. If this point is not to cause serious 
difficulty T believe that it would be desirable for the Consortium to return if possible 
with authority to undertake to appoint one Iranian of their own choosing from 
among their five nominees, with some safeguard regarding quorum requirements 
designed to avoid Iranian majority at any time. 

(4) Nationality of Group Service Companies.—There is nothing to add to my 
telegram No, $00 at the moment. 

(5) Volume of production andl proportion of Iranian to total Middle East 
production —So far the Consortium representatives have undertaken to guarantee 
10 million tons in the first year, 20 in the second and 25 in the third. They have also 
stated that the industry in Iran would thereafter be in a position to compete for its 
fair share in the increase in demand for Middle East crude oil on a royalty cost basis. 
Tunderstand, confidentially, that United States Ambassador has recommended that 
companies should be 


to agree to increasing foregoing figures to 12, 224 
and 30 respectively. | My impression is that this would satisy the Persians and 


would help to abate demand for oil for separate disposal for themselves. Tt would 
perhaps suffice if figures sugested by Henderson were given as targets rather than 
firm undertakings: but in my view some concession here will be useful. As regards 
undertakings relating to period after third year I would hope that it mieht be 
possible for the Consortium to give some assurance based simply on the facts of 
the Middle East oil situation to the effect that Tran will be treated equitably and 


SECRET 


SECRET 83 


that there will be no differentiation between Iran and other Middle East sources 
of supply under this head. 

(6) Royalty oil.—The Consortium has offered 8 per cent. of crude production: 
the Persians are demanding 15 per cent. The Consortium is offering the oil at posted 
Price; the Persians maintain with reason that they are not interested in any royalty 
il at this price. I fear that this will be a very difficult issue since the Persians are 
determined to have some royalty oil at a price at which they can dispose of it 
profitably, while the Consortium is naturally unwilling to create a precedent by 
Jetting them have oil below the posted price or in greater quantities than elsewhere 

(7) Price.—The Persians are still objecting to the division of profits being based 
on posted price less 10 per cent. They have, however, admitted frankly that they are 
holding out on this potnt for bargaining purposes. ‘They would probably agree in 
the final stages if given an assurance that the benefits of any better arrangements 
concluded with other Middle Eastern countries (eg., Saudi Arabia) would be 
extended 10 them, The Consortium have already said that they would consider 
in such an eventuality the possibility of introducing modifications but i€ may be 
necessary to be more specific and I think they should if possible be empowered to 
give a firm undertaking if necessary. 

(8) Refinery fees-—The Persians are still questioning the 3s. 6d. refining fee 
of which they Would receive 50 per cent. The Consortium have produced figures 
to show that this gives the Government a bigger income per ton than any other 
refinery in the Middle East. They have indicated that there might be some increase 
in the fee, 

(9) Valuation of Southern installations —The Persians are objecting to the 
writing up to current (or as they sty Inflationary) values of these installations other 
than the refinery. I understand that if the same basis were followed as in Iraq 
to which the Persians frequently refer, and all new expenditure undertaken in the 
last 10 years were included, the gross figures now in dispute would be reduced by 
some £3 millions. This might provide a possible solution. 

(10) Fee on internal consumption oil-—Persians are claiming refined oil at cost. 
Consortium insist on normal refining fee This is a point of political importance 
for Persian Government who are subject to periodical attacks regarding internal 
price In view of practice in Venezuela, danger of precedent already exists and 1 
would hope Consortium would be empowered to make concession. United Statey 
companies are likely to prove the most difficult 

(11) Length of contract—Persians have proposed 20 years but have indicated 
readiness to consider longer period if agreement is generally satisfactory. 
Consortium have asked for 50 years. Range of compromise is circumscribed by 
fact that (a) Persians will probably refuse to go beyond 1933 concession period, 
viz., 39 years; (b) Americans are insistent on minimum of 40, having regard to length 

ity to go down to say 37 would be highly 





EP 1534/147 No. 42 
OIL NEGOTIATIONS 
CONVERSATION BETWEEN THE PERSIAN AMBASSADOR IN 
LONDON AND Mr. EDEN IN GENEVA ON MAY 29, 1954 
a 
Mr. Eden to Foreign Office. (Received May 29) 


(No. $04. Secret) UKDEL 10 Geneva Conference, 
(Telegraphic) May 29, 1954. 

On the instructions of his Government, the Persian Ambassador in London 
came to see me in Geneva to-day about the oil negotiations. 


«a2, He gave mea copy of the Persian note of the discussions with the Consortium 
in Tehran and said that, for the Persians, the most important unsettled issue was 
the nationality of the operating companies. Both from the point of view of the 
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nationalisation law and of Persian public opinion, it was highly desirable that these 
companies should have Persian nationality. I said that the Persian Government 
were not the only Government which had to consider public opinion and that, in 
view of past history, these companies should in justice have British nationality 
The Ambassador said that, however this might be any agreement which did not 
provide for Persian nationality was unlikely to be accepted by the Persian 
Government. Nor even if it were accepted, would it be likely to stick. He had 
heard the suggestion that the nationality of a third country might be proposed. He 
considered that the reaction of the Persian Government would be: “ If not British, 
why not Persian? * 


3. I said that 1 would take note of his views and trusted that the Persian 
Government would equally take account of mine. But the Persian Government 
must realise that this was slot a question which affected Her Majesty's Government 
and the British member of the proposed Consortium alone. According to our 
information, the other members felt as strongly, if not more so. 


4. The Ambassador went on to say that the question of next importance for 
Persin was production. The figures proposed by the Consortium for the next three 
years were not too bad for refined products. But the proposals for crude were 
inadequate and the Persian Government hoped that within say four years Persia 
would secure the same proportion of the total of Middle East production as in 
1950, I commented that it might be difficult to negotiate on such a basis and that it 
was probably more realistic to talk in specific figures. This was a matter for the 
companies and, while I would be ready to encourage them to be as forthcoming as 
they could, I could not order them to divert production to Persia, 


$, The Ambassador then raised the question of the Board of Directors and 
most-favoured-nation treatment. I spoke on the lines of the departmental brief of 
May 27. 


6. The Ambassador also drew my attention to the strong disagreement of the 

Persian Government with the Consortium’s contention that there should be a 10 

+r cent, reduction from the posted price (see last sentence of paragraph 3 of Persian 
Rise) But he did not develop this point. 


7. He asked what were our views on the duration of any agreement, 1 said 
40 years. He replied that the Persian Government had proposed 20 years, but that 
perhaps a figure in between 40 and 20 years could be reached, I remarked that if 
the Persian Government could not accept 40 years exactly, I hoped that the Ggure 
would be much nearer 40 than 20. 

Please see my immediately following telegram 


EP 1534/148 a 
Mr. Eden to Foreign Office. (Received May 29) 


(No. 305. Secret) EL 10 Geneva Conference, 
(Telegraphic) May 29, 1954, 
My immediately preceding telegram: 
When the Persian Ambassador had finished, 1 said that 1 must raise the 
uestion of compensation and I emphasised the importance of the Persian 
jovernment settling this issue in a reasonable way. 


2. The Ambassador said that he agreed that the question must be settled once 
and for all. He wished to. advance what he said was a purely personal idea. He 
knew that the Persians had a lot of counter-claims, He was not appraised of the 
details and suffice it to say that Kashani had said that the result should be for the 
Persians to receive a net payment of £900,000,000, Would not the easiest way be 
forthe slate to be cleaned by balancing claim against counter-claim? 

3. I said that this would not do. The Persian Government should, in their 
own interest, be seen by the world at large to behave fairly over compensation. 
Th order to help them we had been ready to avoid reference to future profits. The 
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Ambassador acknowledged this. But we could not admit that, counter-claims 
washed out our remaining justifiable claims. There was also the sum that would 
be due for the assets which the Consortium would not take aver (Nafti-Shah, &c.). 


4. _Lrealised the Persian Government's difficulties with its own public opinion. 
But we were not asking for a single large down-payment. We were prepared to 
accept payment over, say, 20 years which should not strain Persian economy when 
once oil was flowing. 


6. The Ambassador asked what I would think of the appointment of a single 
neutral arbitrator to settle the issue, for instance, a Belgian. 1 said that I was not 
against arbitration as such. On the contrary, ‘But we believed that undesirable 
polemics might be avoided if we could seitle the issue out of court between 
ourselves. Should this unfortunately prove impossible, I would not shut my mind 
to the Ambassador's suggestion, which T assumed would mean that oth sides 
would in advance bind themselves to accept the result of the arbitrator's award as 
a final settlement. But I asked him, meanwhile, to do his best to persuade his 
Government to settle direct with us. Time and tempers would be saved and a new 
period of co-operative effort should start with hopeful prospects. 


7, The Ambassador said that he agreed with my preference for a settlement 
out of court between ourselves, if possible, and would try to help it forward. 


8. He is returning to London on Monday and hopes to see Sir W. Fraser in 
the near future. 





EP 1534/153 No. 43 
PROGRESS OF NEGOTIATIONS 
‘Sir Roger Stevens ro Mr. Eden, (Received June 1) 


(No, 41. Confidential) Tehran, 
Sir, May 20, 1954. 
I have the honour to report that the departure some ten days ago of the 
Consortium negotiators for consultations with their principals has been received 
with apparent calm here. The Persian Government were well aware from the 
negotiations themselves of the need for such consultation and have taken pains 
to allay suspicion of a deadlock. They have emphasised the mutual desire for a 
settlement and the friendly nature of the talks and the necessity for the Consortium 
negotiators, not being plenipotentiaries, to refer back. They have made no secret 
of the fact that control of the industry is the main problem; have discreetly given 
themselves credit for resisting proposals which might’ run counter to. the 
Nationalisation Law in this and other respects; and have hinted that they expect 
the negotiators to return with modified instructions. 


2. At the same time the Government are being careful to leave themselves 
room for manoeuvre. The Consortium had advised them against giving the Majles a 
detailed account of proceedings for fear that this would have a hardening effect on 
opinion, and they seem to have agreed with this advice. Official communiqués 

been uninformative on matters of substance and General Zahedi and Dr. Amini, 
the Minister of Finance, when recently addressing closed sessions of the Senate 
and the Majles on the progress of the negotiations, gave only broad indications of 
the points at issue whilst stressing the Government's defence of national aspirations 


3. On the surface the atmosphere in Tehran is one of comparative confidence. 
The main issues though often misreported in detail, are now well known. The 
Government have stepped up their “ educative ” efforts and admirable articles on 
the realities of the international oil business are appearing in the newspaper 
Entela‘at, which went out of its way in one of them to include a complimentary 
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reference to this Embassy. Some newspapers continue to prophesy failure, and 
there have again been uneasy references to the ility of the Government's 
seeking to modify or to “ interpret ” the Nationalisation Law. Most newspapers, 
however, are still optimistic. Some are over-optimistic taking it for granted, inter 
alia tha the consortium negotiators should not have a dificult task in persuading 
their principals that the Nationalisation Law is sacrosanct, and that ultimate 
Persian control of the industry will be conceded. (Pained surprise is sometimes 
xprsiod tha the negotiators were" inadequately briefed "on ihe Law before they 
came out. 


4. Under the surface, however, there is considerable 


rs 
Tobbying for support as the next Prime Minister. So far none of them appears to 
be prepared to come out strongly against the Government but their manoeuvres 
are becoming generally known and are contributing to the unsettledness, Dr. 
Masaddiq's leading supporters and fllow-travellrs are lying low but there is still 
strong element of opinion which, whilst regretting his grosser follies, still harbours 
considerable sympathy for what they consider to have been his honest attempts 
at reform and his safeguarding of national independence. This feeling is reflected 
in the speeches of those Majles deputies who disassociate themselves from many of 
Dr. Mussudiq’s actions but take pains to express their agreement with what they 
vaguely refer to as the aims of the " National Movement.” 


5. Until the Government have something positive to show for their time in 
office restlessness will probably increase. And it seems unlikely that the 
Government will have anything much to show pending an oil settlement. ‘There is, 
for instance, no sign of their taking steps against corruption which, although there 
is little first-hand evidence, seems to be practised on a fairly large scale in some of 
the highest quarters of Government, AS regards the oil problem itself the general 
mood has changed noticeably from that of three of four months ago when the 
Government, in spite of its lack of positive support, enjoyed a large measure of 
what at worst could be described ax benevolent neutrality towards its efforts to find 
solution. Much of this has been dissipated by the delay in starting the 
negotiations and the length of the negotiations themselves. Even those persons who 
fare aware of the complexity of the issues involved are showing signs of impatience 

id pessimism at what they consider to be slow progress; and the political gossipers 
and intriguers do not help with their repeated if muted rumours of Anglo-Ame 
disagreement, One of their favourite stories which we are constantly discounting 
is that the British are opposed to a consortium settlement or, in same versions, to 
any settlement at all. 


6. Growing uneasiness might well lead to a more articulate attitude of open 
criticism of, if not opposition to, the Government if a settlement in some form or 
oxher with the assurance of ear ol revenues, is ong delayed after the return of 
the consortium negotiators. Ido not wish to give the impression that all those 
Persians not connected with the Government are waiting for the first favourable 

unity to attack the Government. There are a respectable number of 
influential Persians who have no love for the Government but who are sufficiently 


responsible to sce the need for an oil settlement and to understand that this is 
probably the last chance of getting one. And the people, if the agitators continue 
to be kept under control, would no doubt be glad to sce an end to the futilities of 
the last few years if a settlement is soon followed by the tangible benefits of a 
Jowered cost of living and opportunities for employment. But a Persian 
Government, and particularly 3 Government lacki port, cannot 


expect to survive for ever on promises and hopes. ns have lived too long 
fon these already to be deceived into accepting them indefinitely in place of more 
solid sustenance, 
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7. 1 am sending copies of this despatch to Her Majesty's Ambassadors at 
Washington and Baghdad, the Head of the British Middle East Office, Fayid, and to 
the Head of the Development Division of the British Middle East Office at Beirut. 


Thave, &e. 
ROGER STEVENS. 





EP 134/166 No. 44 
AGREEMENT REACHED ON FORMING A CONSORTIUM COMPANY 
Foreign Office to UKDEL to Geneva Conference 


(No. 1174. Confidential) 
(Telegraphic) 

‘Your telegram No. 643: Persian Oil. 
fea mmnves of the Consortium met the Middle East Oil Committee on 


2. They said that agreement had now been reached on the following proposals, 


with which the negotiating team will return to Tehran 
(a) The Consortium would form a" Consortium Company" in the Unit 
Kingdom with British nationality. oe! si 
(b) This Company would form subsidi ing companies (in which it 
ld hold all the shares) for the operations in Persia. “These would have Dutch 
fonality. If the Persians would not agree to Dutch nationality, the negotiators 
had discretion to suggest a neutral, Belgium seeming to them the most suitable for 
legal reasons. ‘The negotiators do not expect, however, to have to resort to this, 
(c) The member-companies of the Consortium (not the Consortium Company 
in the United Kingdom) will also form a servicing company of United Kingdom 
nationality to deal with procurement and staff for the operating companies. ff the 
Persians will not agree to.this, the delegation have discretion to propose that these 
functions should be carried oul, either by a British subsidiary of the operating 
companies or by a branch in the United Kingdom of those companies. The 
member-companies have undertaken that in any event the functions of servicing 
‘would be done in the United Kingdom, ‘s 


3. On the other points hitherto not agreed with the Persians, ¢,g., control and 
volume of production, the Consortium negotiators said they were satisfied that 
they had been given as much latitude as could reasonably be given in view of 
the member-companies’ other interests in the Middle East. They seemed fairly 
confident that their new proposals would be acceptable to the Persians, 


4. It seems to us that the proposed company structure is sitisfuctory. We 
have made clear to the leader of the team, Mr. Howard Page, the importance you 
attach to ensuring that the operations of the Consortium outside Persia are firmly 
and effectively retained in London. He appears fully to accept this, and we have 
the impression that he can be relied upon not to abandon the points which are 
important to Her Majesty's Government. 


5. We are in touch with the Netherlands Government in order to ensure that 
there are no technical difficulties (especially in regard to Exchange Control) over 
giving Dutch nationality to the operating companies. 


6. The Consortium asked that each of the four Governments interested should 
try to negotiate an exchange of letters with the Persian Government to establish 
their right to intervene on behalf of the Consortium and to take disputes to an 
international tribunal. We are in touch with the United States Embassy on this 
and shall be consulting the other two Governments shortly. We have already 
prepared a draft exchange of letters between Her Majsty’s Government and the 
rersian Government which might serve as a model. 


7. The A.LO.C, seem on the whole satisfied with the agreement they have 
reached with other members of the Consortium and I believe the negotiators now 
have a good hand to play. 


Foreign Office, 
June 16, 1954. 
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EP 1534/ 186 No. 45 
PERSIAN COMMENT ON THE OIL NEGOTIATIONS 


Sir Roger Stevens to Mr. Elen. (Received June 22) 


(No. 48. Confidential) Tehran, 
Sir, June 19, 1954, 

With reference to my despatch No. 41 of the 29th of May, I have the honour 
to submit a report on recent Persian comment on the oil question. The imminent 
return of the Consortium delegates and the Government's educative campaign give 
it particular importance, 

2. In the Senate, the Minister for Foreign Affairs and Mr. Jamal Emami 
(Personality No. 80 of 1952) have shown considerable courage in their manner of 
emphasising the paramount importance of an oil settlement. Mr. Entezam sti 
that the Government would not be deflected from their course by demagogues, 
while Mr. Emami went so far as to say, in effect, that settlement must be achieved 
at all costs, and to describe Dr. Musaddiq’s nationalisation of the industry as a 

al; typically, he attributed this betrayal in part to the machinations of Soviet 

British hirelwes. The latter touch was lacking when Mr, Emami gave a 
member of my staff the day before what turned out to be in effect a rehearsal of his, 
speech. 

3, Mr. Emami was bitterly attacked at the next session a few days later by 
Mr. Reza Divan-baigi (Personality No, 43 of 19S2) who maintained that the events 
of the past three years were the natural reaction of an oppressed people and that 
Persia, having managed without oil for three thousand years, could do so again if 
needs must, Mr. Emami was not intimidated, and seins to have had the best of 
the argument in the Senate. Elsewhere he has been attacked by a section of the 
Press and a number of deputies, but he has received a surprising measure of support, 
much of it admittedly from newspapers friendly to the Government. 

4. Though some Nationalist deputies have continued to sound off in the 


Males mostof the depute are stl behaving fairly responsibly and the Presidents 
‘of both Senate and Majles have told me this week that they regard the situation 


as fully in hand, The Minister of Finance has told the Majles that it is no use 
their criticising his budget since nobody could do better without an oil settlement. 
He carried the House with him, and he told me afterwards, perhaps over-confidently, 
that any Minister who speaks with sufficient vehemence can silence demagogues. 


5. There have been many reports in the Press in the past ‘week that the Shih, 
ri 


the Government and Parliament are now united in their determination to achieve 
an oil settlement, Unfortunately, at the same time, responsibility for 
Me. Divan-baigi’s attack on Mr. Emami is being attributed by a number of people 
in Tehran to the influence of the Shah, who nominated him to the Senate. Theis 
suspicions may not be without foundation. Thus, while the Shah seems prepared 
to give the Government a measure of ceca he may well be keeping open 4 
possible line of retreat, and engaging in his usual tactics of playing both ends 
against the middle. 

6. Recent Press comment has contained much that is admirable, and clearly 
Government-inspired, on the facts of international oil. Speculation has been 
nearer the mark than usual. For example, some newspapers have not always 
blamed the Anclo-Iranian Oil Company (A.L.O.C) alone for the delay in reaching 
settlement and have taken the American companies to task for insisting on control 
Of management of production by the Consortium. There has been a flattering 
feference to the part which you, Sir, and the United States Administration have 
played in the negotiations, thouzh your anxiety for a settlement was attributed to 
Jeltinterest in that you are said to realise that, without a settlement, Persia would 
Soon be able to sell huge quantities of oil directly to Italy, Japan and Germany, 
thereby undermining the present system of world marketing. 


7, Recent comment on control of management, compensation and ihe 
AJ.C. gives cause for disquiet. As regards management and its attendant 
problems such as the nationality of the operating companies, comment is hopelessly 
eonfused, - Nevertheless it is clear that many people here are expecting, or at any 
fate“ inviting” proposals far removed from these which the Consortium will brit 
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8. As regards compensation, the A.J.0.C.’s claim has more than once recently 
been quoted as £100 millions. (We have been careful to avoid any mention of 
this figure here, and it is not clear how the figure has been obtained.) Pet 
counter-claims are said to cancel out or even to exceed this figure, and it is being 
alfirmed that the Persians will never agree to compensation for losses directly 
incurred as « result of nationalisation. Dr. Amini 1s. quoted as putting Persian 
counter-claims at £150 millions. He has denied to me giving any Press interviews 
‘on compensation, let alone mentioning any figures, but T nave little doubt that the 
Press are being given some undesirable official guidance on this subject. One 
newspaper concludes from the absence of a Treasury representative among the 
returning negotiators that compensation will not be discussed until the future 
operation of the industry has been decided. 1 ain taking steps to correct this 
misapprehension. 


9. Members of the A.J.O.C. delegation at present in Tébran are disturbed 
by the extent of criticism of the company, most of which takes the form of w 
Pjewdo-historial accompaniment tothe thehe of compensation. Furthermore, the 

fead of Tehran Radio has warned my Press Attaché that broadcasts in’ the 
Government's educative campaign will “ inevitably contain some unfriendly 
references to the company for internal consumption,” though the Minister of 
Finance has told me that tendentious references will be avoided. (We are 
investigating what has actually been broadcast) It is a very natural source, of 
concern to the company that they should continue to figure as principal whipping 
boy in spite of the major contribution which they are making towards a settlement 
and I shall do what I can to persuade the Government to exercise restraint. 
Nevertheless I should have said that criticism of the company is not near! 
vicious or widespread as it was in the early days after the resuniption of relations, 
even allowing for the fact than one’s sensitivity tends to be dulled after months of 
reading Tehran Press comment. 


10. The one general conclusion which 1 think it legitimate to draw from 
recent comment is not, I fear, encouraging. There is still no doubt. of the 
Government's determination to achieve a settlement, but the interval in the talks 
and the relative weakening of the Government's position, appears to have brought 
about a hardening of their attitude on the question of compensation, I suspect 
they realise that they will have to make unpalatable concessions over che future 
operation of the industry (though they will fight every inch of the way) and that 
they hope to obtain a virtual cancellation of clams and counter-laims asa quid pro 
quo. This has, of course, always been on the cards, If Tam right, we shall more 
than ever need the support of the United States Government and Embassy and the 
members of the Consortium other than the A.1.0.C. on the compensation issue. 


11. Tam sending copies of this despatch to Her Majesty's Representatives in 
Washington and Baghdad and to the Head of the B.M.E.O. at Fayid and Beirut 


Thave, &€. 
ROGER STEVENS. 





EP 1534/203 No. 46 


AUDIENCE OF HER MAJESTY’S AMBASSADOR WITH THE SHAH OF 
PERSIA ON JUNE 30 


Sir Roger Stevens to Mr, Eden, (Received July 6) 


(No, 43. Saving. Secret) Tehran, 
(Telegraphic) July 1, 1954. 

I saw the Shah at 10°30 a.m, on June 30. The audience lasted for one hour 
‘and twenty minutes, His Imperial Majesty was exceptionally genial and 1 have 
never heard him talk with greater clarity or force, 


2. When I raised the question of the oil negotiations he at once said that he 
Was not at all happy about the latest turn of events, He understood from Dr. Amini 
whom he had seen that morning that the Consortium were jibbing at the inclusion 
of words which made clear how their authority was derived, As he understood 
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the position, the two sides were more or less agreed on the manner in which control 
should be exercised by the Consortium and supervision by the Persian Government. 
The Persians had thus given them the substance of what they were insisting upon 
and they had also agreed that there should be a majority of non-Persian directors. 
He could not understand why in these circumstances they should refuse to ad 
that they were operating on behalf of and for the account of the Persian 
Government. If they were worried about the reactions of Arab countries they could 
surely point to the fact that they would have effective control. He had informed 
Dr. Amini that unless this point could be cleared up to the satisfaction of the Persian 
Government he would not be able personally to support an agreement. 


3. [told His Imperial Majesty that I was not myself completely up-to-date on 
the latest meeting with the Consortium which had taken place last ni ! 
understood, however, that they had offered to describe the arrangements as “on 
behalf of the Government of Iran and the Consortium companies.” There was also 
I believed a reference to a grant of rights and powers from the Persian Government. 
I would have hoped that these two phrases would have met Persian requirements 
‘and would enable the Goverament to prove that the arrangement was in line with 
the nationalisation law. 1 understood that it was very difficult for the members of 
the Consortium to go beyond wording of this kind. It seemed to me personally 
that the words "for the account of carried financial connotations and ¥ remind 

the Shab that it was the Consortium that was putting money into this project. 1 
asked him whether he regarded this as a point of real substance or merely of 
presentation, He said that it was an extremely important point of presentation 
Which went to the root of the whole Persian position and he regarded the wording 
on which he had instructed Dr. Amini to insist as essential to the successful passage 
Of the agreement through Parliament. 


4. 1 then remarked that I thought it was a good thing that these points were 


being thrashed out at the start and I asked the Shah whether he felt there were any 
other points of real difficulty in the nt. He made rather an obscure 


reference to the importance of payment made through N.I.O.C. in. order to 
lend colour to the essential basis of the arrangement, but he did not suggest that 
this was a point on which differences had so far clearly emerged. He said that he 


did not think that the question of duration was a sticking point. As regards 
quantities he appeared satisfied with the arrangement pr for the first three 
years but suggested that a guarantee of 30 per eat, ‘of Middle Eastern production 
‘should be given as regards the ensuing period. f told him that this was not possible 
and might not even be to the advantage of Persia. I thought that the best guarantee 
that Persia would be treated equitably as compared with other Middle East 
countries was that the eight major oi! companies were all concerned in Persian 
production. 

S. then raised the question of compensation, stressing that we thought it 
important that it should not be left behind. I said that we were all resolved that 
it must form part of the agreement and we did not want the agreement to be 
delayed, least of all, by what might prove a controversial Anglo-Persian issue. The 
hal agreed and then remarked that the sum which Persia would have to pay {sil 
Goud not on any account be described as relating to loss or damage arising from 
the events of 1951. This was completely out of the question, as it would give rise 
to counter arguments about what Persia had lost as a result of the events of 1951 
and raise the whole question of the allocation of responsibility for these events. I 
pointed out that I was fully convinced on the basis of what happened in 1951 that 
the A.LO.C. were justified in terms of equity in making a claim for the losses th 
had suffered and the additional expenditure they had incurred during this period. 
We were, however, quite ready to apply our minds to finding some different title 
to cover the net payment by Persia. The Shah suggested that it would be quite easy 
if the payment could be for“ Abadan and Kermanshah.” I pointed out the 
difficulties of this so far as the southern installations were concerned and said that 
I thought the Persians were getting them very cheaply. 

6. The Shah then observed that if an agreement could not be reached, the 
matter would have to go to arbitration. I said that this would be unfortunate as 
it would mean delay and continued friction in Anglo-Persian relations. His 
Imperial Majesty replied that he thought the effect on Anglo-Persian relations would 
be less unfavourable than a direct settlement which gave rise to political controversy 
‘on account of its terms. The Persian public thought that The Hague Court was @ 
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fair-minded institution; he believed reference to The Hague Court could be made 
without bitterness or recrimination and that its conclusions would be accepted 
without question. He agreed, however, that it would be better if the matter could 
be satisfactorily settled directly between us. 


_ 7. In the course of the ensuing conversation, the Shah mentioned that he 
intended to go to Azerbaijan when agreement in principle had been reached, and 
he was planning to do this in about ten days, Parliament would dissolve for a 
month in about a week and he hoped that when they reassembled an agreement in 
legal form would be ready for ratification. I said that 1 thought this was the 
minimum period which it would take to prepare. 


8. We also discussed the importance of publicity once agreement in principle 
had been arrived at. He said thal he entirely agreed and had discussed ths matter 
with the Foreign Minister and was setting up « small committee on which M. Alam 
and M. Akbar would serve, among others. 
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PROPOSAL TO OBTAIN INTER-GOVERNMENTAL AGREEMENT WITH 
PERSIANS 


ay 
Mr, Eden to Mr, Stewart (The Hague) 


(No. 241. Confidential) Foreign Office, 
(Telegraphic) July 34, 1954, 
Persian Oil. 
We should like to obtain some inter-governmental agreement under which the 
Persians would undertak 
(i specific obligations to Governments to observe the terms of their 
agreement with the consortium; and 
(ii) to refer to the International Court disputes which cannot be resolved by 
other means, 


2. Our past experience in Persia and at the International Court shows how 
necessary such an arrangement is, The United States and French Governments 
‘agree, as do all the oil companies concerned. Her Majesty's Ambassador at Tehran 
and we believe his United States colleague are approaching the Persian Government, 
but in view of the developments recorded below are at this stage not specifying what 
form an agreement might take. 


3. An exchange of Notes would be the most suitable method and could take 
the form either of — 


(a) separate Persian exchanges with all four Governments concerned; or 

(b) a Persian exchange with one Government, which would in turn give the 
other three Governments an assurance that it would refer to the 
International Court disputes affecting their interests, 


4. The consortium operating companies in Persia will have Dutch 
nationality, and the Persians would therefore probably find an exchange with the 
Netherlands Government the least unacceptable course, Moreover, without Dutch 
participation (a) above would be impossible and (5) much less likely to be secured. 

5. We have represented through the Netherlands Embassy here the 
importance we attach to this, They have now informed us that their Government 
are not willing to take part in any form of an exchange of letters providing fof an 
inter-governmental obligation ™ in regard to taking disputes to arbitration. They 
apparently do not wish to identify themselves with the Royal Dutch Shell Group 
{or indeed with any other private concern), and argue that to exchange such Notes 
would be to accept responsibility for the actions of an organisation over which they 
‘would have no control. They also say that it would create a precedent for similar 
requests from other Dutch companies. 
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_ 6. We have explained that we are not asking them to undertake any obliga- 
tions to the Persians for the consortium operations. Our object, whether or not 
We can secure it, is that the Persians should undertake purely unilateral obligations. 
Neither we nor the United States Government have any intention of guaranteeing 
in any way the performance of our own companies’ obligations to the Persians. We 
have also argued that past history in Persia and the paramount importance of 
ensuring so far as possible that it is not repeated fully justify creating a precedent. 

7. We understand that your United States colleague will consult you with « 
view to further representations to the Netherlands Government, Please support 
him in any manner agreed between you. 


























EP 1534/244 a) 








Mr. Stewart to Mr.Eden. 


(No, 156, Confidential) 
(Telegraphic) 
Your telegram No. 241: Persian Oil. 
After consulting my United States colleague I saw Director Africa and Middle 
East Department this morning and spoke 
what I had said and to ensure that Dutch 
extended little hope that arguments I had put forward would cause them to change 
their view, His principal fear seemed to be that even though there should be 
separate Persian exchanges with all four Governments, nevertheless, the Dutch, as 
the holding company, would be the one which would be made the Aunt Sally should 
difficulties arise and this, whatever we may say to the contrary, would undoubtedly 
have adverse effects on their other interests in the Middle East, aviation, shipping, 
trade, &, My American colleague is speaking on similar lines this afternoon, 


(Received July 27) 


The Hague, 
July 27, 1954. 



































i) 
Mr. Stewart to Mr. Eden. 


(No, 159. Confidential) 
(Telegraphic) 
My telegram No, 156: Persian Oil, 
Director African and Middle East De 
question had now been re-eximined by all departments concerned. 
been unable, however, to change their view. 
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(Received August 3) 


The Hague, 
August 3, 1954 
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OBSERVATIONS ON THE FUTURE OF THE ANGLO-PERSIAN 
OlL, NEGOTIATIONS 


a 
Sir Roger Stevens to Mr. Eden. (Received August 20) 


| (No, 63, Secret) Tehran, 
| Sir, August 13, 1954. 
] Now that agreement on the principles of 
an oil settlement has been reached, I have 
the honour to submit some observations on 
the course and prospect of the negotiations, 
2. After two-and-a-half years of frustra~ 
tion due to Pes 
emotionalism and gui 
be able to record 













































was remarkable for the decisiveness, 
intelligence, realism and rectitude displayed 
by the Persian delegation. In the circum- 
stances in which the negotiations began, it 
cannot have been easy to decide how they 
should be conducted or to pick a team 
which could be trusted. For some 
lime after the resumption of relations 
M, Entezam appeared to be in command. 
But later it was resolved to maintain the 
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threads of responsibility in the hands of the 
Minister of Finance and a group of half 
a dozen experienced officials’) on whom 
complete reliance could be placed. This 
was undoubtedly a wise decision, but it put 
4 great strain on these limited’ resources, 
and called for unusual. stamina and 
resilience on the part of the individuals 
concerned. On the other hand, it also 
involved a most valuable concentration of 
knowledge, meant that the principal Persian 
negotiator was. always completely on. top 
of his subject and facilitated rapid decisions. 
In a country hampered by a large, lazy, 
inefficient and corrupt civil service, and in 
which anything that gets done has to be 
done by a few industrious patriotic and 
determined individuals, the course followed 
was not only right but probably the only 
fone that would have succeeded. Great 
eredit is due to Dr. Amini and his tiny band 
of devoted and courageous fellow-workers 
for their massive labours, their quick under- 
standing, their fundamental good sense and 
their unfailing good humour. 

3. Lam sure that the Consortium repre- 
sentatives would concur in my view that 
it is difficult to write of the performance 
of Dr. Amini himself except in superlatives. 
Before the negotiations began he had the 
reputation locally of being clever but 
indolent, He was known to have a good 
brain and the gift of the gab, but was 
thought to be rather shifty and evasive, and 
to have employed his talents to run away 
from trouble and escape responsibility. But 
this was his occasion, and he rose to it with 
a determination and a sense of duty which 
few could have foreseen. None of us fully 
understand yet how he managed to keep an 
eye on the affairs of his Ministry (including 
the preparation of a budget), appear for 
several hours daily in Parliament (inter alia, 
{o steer through a contentious note cover 
bill), and at the same time not merely attend 
regularly meetings with the Consortium and 
on compensation but also retain complete 
command of the subject-matter under 
discussion at the conference table. There 
‘was never any doubt that the threads were 
all in his hands; they had to be, for at 
least until the drafting stage was reached 
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there was no delegation of work to 
sub-committees. This concentration of 
authority enabled Dr. Amini to maintain 
a detailed control over the negotiation 
which was invaluable on all counts. It was 
much assisted by his close personal relations 
with the Foreign Minister, M. Entezam, 
with whom he has been sharing a house 
during the summer. 


4. Dr. Amini’s greatest achievement, 
however, was to have determined, ap- 
parently from the outset, to. play his 
hand quite straight. To begin with, he 
undoubtedly hoped, on the Consortium 
side, for a full-blooded purchase and 
sale agency agreement and, as regards 
compensation, for a wash-out settlement. 
But as soon as he realised that these were 
impossible, he worked fairly and honestly 
for the best compromise arrangements he 
could! get, and concentrated quite frankly 
on making both agreements as acceptable 
as possible from the financial, and more 
particularly from a public and parlia- 
mentary, point of view. Giyen that this was 
his main preoccupation, it was only to 
be expected that from time to time he 
should have indulged in what looked like 
indiscretions to the press; this was his way 
of testing public reactions and, still more 
important, preparing them for what he 
recognised as the inevitable. His press 
conferences often worried us at the time, 
but I do not think he ever aimed at (or 
succeeded in) calling in vox populi to 
redress the balance at the conference table, 
For the rest we were all surprised and 
astonished that, particularly in the later 
stages of the ‘negotiations, he did not 
engage in any of the usual tricks, spring 
any surprises or beat any retreats. On the 
contrary, I am afraid that in one or two 
cases these tactics were employed on the 
Western side, though more from accident 
than design, 


5. In retrospect, I think that there were 
two turning-points in the negotiations. The 
first was near the beginning when it looked 
as though the Consortium would insist on 
“operation on own account.” Had they 
done so, 1 believe the talks would have 
broken down, and though there might have 
been some sort of arrangement worked out 
eventually, confidence would have been 
shaken, and the Government might not 
have survived. We were saved from these 
misfortunes by a happy inspiration on the 
part of Mr. Harden of New Jersey, and a 
most valuable intervention by Mr. Snow 
of the Anglo-lranian Oil Company, 1 
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should like to digress at this point to pay 
cordial tribute to the outstanding role 
played by Mr. Snow in these conversations. 
He started off with the great handicap of 
representing in Persian eyes the hated 
oppressor; the pent-up odium of years 
might well have descended on his innocent 
head. ‘That it did mot do so was due 
largely to the transparent integrity and 
imperturbable modesty of his character, 
which impressed everyone with whom he 
came into contact, and caused his compara- 
rare interventions to be heard with 
admiring respect. Being invoived in the two 
negotiations he was more fully occupied 
than any other principal exeept Dr. Amini, 
and the hard work he put in on both counts 
‘won universal praise. In the compensation 
hnegotiations his wise counsel and patient 
caution: were quite invaluable to me. I 
know, too, that Mr. Howard Page, whose 
own part in the proceedings was a brilliant 
combination of industry and. imagination, 
found Mr. Snow of inestimable assistance 
and he won golden opinions also from Mr. 
Loudon who himself piayed a most useful 
in creating a general and understanding 
atmosphere during the first round of talks, 


6 The second turning-point occurred 
shortly after the negotiators came back to 
Tehran towards the end of June. At the 
beginning the Shah had remained aloof and 
uncommitted. He indicated that he would 
only back an agreement which conformed 
to the nationalisation law. He questioned 
whether Dr. Amini was sufficiently firm a 
negotiator, He toyed with the idea of 
changing his Government. He inspired 
mildly critical articles in the press. He 
apparently believed rumours (not yet quite 
dead) that we really did not want « 
Consortium solution at all, But about the 
end of June, if not before, he must have 
decided, apparently suddenly, to put his 
whole weight behind the settlement. This, T 
think, was partly due to the advice he got 
from the United States ambassador and 
myself against making a change of Govern- 
ment; he realised then that he could not 
hope to play for time, It may have also 
been partly due (0 firm words used on him 
by Mr. Henderson then and earlier; I cannot 
speak too warmly of Mr. Henderson's inter- 
ventions di this negotiation, not only in 
the direct interest of a settlement but 
also with the object of displaying Anglo- 
American solidarity and supporting the 
position of Her Majesty's Government on 
specific issues such as compensation. It is 
interesting to observe that when the Shah 


did make up his mind he seems not merely 
to have accepted the fact that the sort of 
settlement along the lines then being 
discussed was the best that could be got 
and to have decided to put his whole weight 
behind it. He also started to take a keen 
personal interest in some of the details of the 
agreement. For example, he suggested, on 
grounds which politically made a lot of 
sense, that there should be one rather than 
two operating companies (a proposal which: 
was, however, subsequently withdrawn); he 
originated the idea of an alteration in the 
area of the concessions as a means of giving 
the settlement a new look; and so forth. 
I understand that His Majesty is very 
gratified that some of the ideas which 
he injected at this juncture have been taken 
into account and will be reflected in the 
final agreement 


7. The foregoing account of the Shah's 
interventions. and subsequent attitude 
towards. the settlement. may szem rase- 
coloured when compared. with the terms 
of qualified approval in bis reply to 
Mr, Eisenhower's message, to which Sir 
Roger Makins refers in his telegram, No. 
1732 to you, Bus on this there are several 
points to be made, Firstly, I think the New 
York Times is pethaps unduly sensitive to 
the qualifications of the Shah's approval. 
To the Persian, reader his message appears 
to involve an unusually full measure of 
support, Secondly, I think the Shah 
allowed some of the words in the message 
10 be ee for him, Mr. Henderson has 
re for believing that the quali- 
fying phrases were drafted by, or at least 
reflect the views of, M. Ala, the Minister 
of Court, and formerly Persian Ambassador 
to Washington. M. Ala’s attitude towards 
the settlement is undoubtedly coloured by 
personal considerations. He had hoped to 
exercise a decisive influence on the outcome 
through his relative, M. Nemazi, the 
self-appointed mouthpiece of the American 
independent oil companies. But early in 
the proceedings M. Nemazi was refused 
admission to the inner councils of the 
Persian delegation; and in the later stages 
he retired discomfited from the stage. 
M. Ala has been correspondingly dis- 
gruntled, and has been himself sniping 
from the wings. For example, he has 
been encouraging Professor Gerbrandy, the 
former Dutch Prime Minister, on” his 
Onassian proposal for building ‘a Persian 
tanker fleet in the Netherlands, and he was 
even successful to the extent that he got 
4 piece of paper about non-discrimination 


in the use of tanker tonnage tabled in the 
closing stages of the negotiation on the 
aide-mémoire. It was significant, however, 
that this paper was put forward anony- 
mously and was not endorsed by Dr. Amini, 
from whom Professor Gerbrandy got short 
shrift when he went to see him. M. Ala has, 
and may continue to have,a certain nuisance 
value. His grudge against Dr, Amini for 
being success(ul might be dangerous if he 
exercised any real influence over the Shah. 
But all the indications are that he does not; 
indeed, the Shah dropped an ostentatious 
hint to me the other day through a third 
party that he did not take Ala very 
szriousiy—he was “ a nice old boy,” nothing 
more. He has no doubt to give him a little 
rope occasionally, as in the case of the 
Eisenhower message; but his influence is 
not likely to be decisive, 

8. In my judgment the Shah is now fully 
committed to backing this agreement to the 
point of ratification. The very fact that he 
agreed to the publication of the Prime 
Minister's message with its (designedly) 
specific phraseology about continuing 
support is evidence of this. Only some 
new and. unforeseen circumstances could 
change his course now. More significant 
than the terms of his message to Mr. Eisen- 
hower is the Janguage he used to the 
parliamentary leaders at a religious rally 
on August 10: “The agreement just 
reached appears to. me honourable und 
equitable. Our delegation has exerted the 
maximum effort to recover our rights. It 
is now time that Members of Parliament 
seize the present opportunity and strive still 
more to serve their country in order that 
we may witness great progress by the 
country and the nation.” ‘These words have 
made a great impression and are generally 
regarded as further improving the already 
good chances of ratification, 
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9. L have previously reported that these 
prospects ed high. There will be 
plenty of criticism, There will be critics 
who will attack the agreement and then 
vote for it, There will bea vocal organised 
opposition—organised, some say, by Dr. 
Amini for the purpose of channelling 
criticism, though this I do not believe. But 
there can be no constructive criticism, 
simply because there is no practical alter 
native within easy range, Provided the 
Government ‘continues to. present its case 
convincingly (and it is sometimes suggested 
hat Dr, Amini’s parliamentary manner is 
more dialectical than persuasive), the sheer 
weight of the argument in favour of this 
settlement—the hope of employment, the 
promise of a guaranteed flow of an 

far exceeding anything achieved 

the prospect of a partnership with the 
world’s biggest oil companies instead of 
“exploitation” by one of them, the 
attraction of ending a period of stagna- 
tion—is almost bound 10 prevail. In the 
face of it, bitterness aver compensation, 
suspicion "and incomprehension about 
sterling payments, injured pride over 
management, even the worst insinuations 
and accusations that the Tudeh Party 
overtly or covertly can bring to bear on 
the situation, are likely to be of little effect. 
The attitude of the Shah could, it is true, 
change that situation overnight, but 1 
cannot see this happening now. "It is, 1 
think, after ratification that there may be 
shoals ahead and surprises in store. 


10, 1 am sending a copy of this despatch 
to Her Majesty's Ambassadorat Washington 
and to the Director of the British Middle 
Eastern Ollice at Fayid, 
Thave, &e. 
R. B, STEVENS. 


Sir Roger Stevens to Mr. Shuckburgh, (Received August 24) 


(No. 15327/35/S4G. Secret) 
Dear Evelyn, 


Tehran, 
August 20, 1954. 


‘There has been some interesting confirmation this week of the analysis given in 


paragraphs 8 and 9 of my despatch No. 
2. [am reliably informed that at 

a letter to all doubtful Senators and 

support the aj 


ment in the interests of Iran. 


63. 


the beginning of this week the Shah sent 
ties to say that he hoped they would 
He would regard their opposition 


to it as opposition to himself. Asa result of this there has been @ marked tendency 
to clamber on to the band Waggon. One of the best informed and most formidabie 
C 


of the potential opponents of 
been casting about in some desperation 


agreement, Senator Husein Pirnia, has apparently 


to know how he should act without ruining 
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his future political ambitions (which are unlimited). His first idea was apparently 
to be out of the country at the time when the crucial vote was taken. He has now, 
it seems, been persuaded by the Shah’s letter and by Ardeshir Zahedi, the Prime 
Minister's son, to remain and to give qualified support to the agreement. He will 
continue to criticise it but in the final count he will not oppose it and will be 
prepared to testify that it is the best agreement which can be had in the 
‘circumstances, 


3. It should not, however, be assumed that as a result of the Shah's action 
everything will go smoothly in Parliament from the outset. There is likely to be 
a good deal of criticism of details of the agreement by people who do not 
understand it or are determined to display their patriotic feelings. Such criticism 
will not qualify as opposition to the agreement but it might easily lead to the 
demand for substantial and perhaps damaging amendments which would require 
re-negotiation. This might have the most serious consequences and everything 
really depends on the extent to which the Government, in the person particularly 
of Dr. Amini, is prepared to back to the hilt on a take it or leave it basis whatever 
document is with the Consortium and subsequently initialled by the 
‘companies. We shall know more about this after the discussion of the Consortium 
Graft of the final agreement, which is due to begin on August 21. (This has been 
sent to London, see our telegram No. 982 and we presume copies are now available 
in Whitehall) ‘I understand that the final agreement is likely to be submitted in 
the first pluce to a thirty-six-man committee drawn from Senate and Majlis, and 
if this body were to start to make amendments it would obviously be deplorable, 
To judge from recent Press comment, the sort of points against which criticism may 
easily be directed are the production programme after three years and the powers 
of the Iranian directors. 


4. Henderson and 1 are in close touch with the Consortium about tactics. 
‘Amini has expressed a strong wish for the Consortium negotiators to be here during 
the Pe call debate, and they have (rather hesitatingly) decided to meet him 
‘on this. 

Thave, &e. 
ROGER STEVENS. 
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PRESENTATION OF THE OIL AGREEMENT TO THE SENATE AND 
THE MAJLES 
‘Sir Roger Stevens to Mr, Eden. (Received October 1) 
(No. 75. Confidential) Tehran, 

Hee September 28, 1954. 

Uhave the honour to report that the oil agreement between the Consortium 
and the Persian Government was presented to the Majles on the 2st of September 
‘and to the Senate the following day. You will be aware of the sequence of events 
between the signing of heads of agreement early in August, on which I reported 
in my despatch No. 63 of the 13th of August and the initialling of the Agreement 
in its full form early in September. The English text of the Agreement was signed 
by Dr. Amini the Minister of Finance, on behalf of the Persian Government in 
Tehran in the early hours of the 19th of September and was immediately flown to 
Amsterdam, London and New York for signature by representatives of the oil 
companies,’ In fact, Dr. Amini began his speech presenting the Agreement to the 
Majlesa few minutes before final confirmation reached him that the last signatures 
of the representatives of the United States oil companies had been affixed in New 
York. 

2. ‘After u brief speech by the Prime Minister, who recommended the 
‘Agfcement fo the Majles as the best possible in the circumstances, and praised the 
goodwill shown by the Western Powers, Dr. Amini spoke for an hour. In spite of 
the length of his speech, and the reserved attitude of Parliament towards his forensic 

‘gave him a good reception, and only one deputy (Qanatabadi) 
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3. Dr. Amini emphasised that the Persian negotiators had extracted every 
‘ounce from the other side which present-day conditions will permit. ‘The Persian 
ideal of a wholly Persian oil industry, he said, could only be achieved when Persia 
possessed the technical, material and economic resources to compete all over the 
world with powerful trusts supported by the Great Powers, and when * moral and 
altruistic” considerations outweighed " material and commercial.” He lauded the 
achievements of the “* National Movement ” (taking pains to distinguish them from 
the follies of Dr. Mussadiq) and dwelt at some length on the past sins of the Anglo- 
Iranian Oil Company, notably the Company's alleged interference in Persian 
internal affairs. It was to make such interference impossible in the future, he said, 
that the Persian Government had decided to negotiate with an international 
consortium rather than a single company from any country, He referred acidly to 
the Persian tendency to label as traitors those who had the courage to negotiate 
international agreements of vital importance to the nation’s future. He appeared 
to exaggerate the degree of control or supervision which the Persians hope to 
exercise over the industry under the new Agreement, He praised the goodwill 
shown by Her Majesty's Government and the United States Government in terms 
which contrasted with his rather more tepid references to the companies themselves, 
He dealt cleverly with compensation, explaining how the Persian negotiators had 
fought every inch of the way; and implying that, however much ~ moral” 
‘considerations might entitle the Persians to se* off the Anglo-Iranian Oil Company's 
claims against their own counter-claims, and so to avoid paying any compensation 
(or even to have a balance in their favour) they had been lucky by legal and 
commercial standards to escape with a net payment of £25,000,000, 

4. Reduced to its simplest terms Dr. Amini’s message to the Majles might be 
interpreted as follows :— 

(a) Persia needs a large income from oil; 

(b) she cannot at present get it without foreign co-operation, though every 

true Persian hopes the day will come when she can do it by herself 

(@) meanwhile, the Persian Government have extracted the maximum possible 

financial advantage from the negotiations, while retaining an adequate 
degree of control. and safeguarding, "shemselves against foreign 
interference in the country's affairs; and (implicitly) 

(a) they may be able to extract further benefits as time goes on, 

5. Dr. Amini’s speech was undeniably effective in the setting of the Majles, 
though certain passages and much of its general tone provide pegs on which the 
opposition can hang their criticism. A number of friendly deputies have since said 

ivately that Dr. Ansini pak! unnecessarily generous lip service tothe nationalist 
Pim inclined to agree with this view. He perhaps cannot entirely forget that he was 
at one time a member of Dr. Mussadiq’s Cabinet. Rather typically, he tacitly 
admitted to me afterwards that his remarks about the Anglo-Iranian Oil Company 
and about foreign interference were designed to take words out of the mouths of 
the opposition and did not represent his real views 

6. As regards ratification, the Government wish to avoid a long-drawn-out 
public debate on the Agrecmént article by article but they must preserve the 
appearances of democratic procedure. At the Government's request the Senate and 
the Majles have each elected 18 of their members to form a special committee. 
This committee is at present examining the Agreement with Dr. Amini and his 
advisers in attendance. ‘The Agreement has been submitted under cover of a single 
article bill. Theoretically under this procedure Parliament cannot amend the text 
but simply approve or reject it.The bill itself contains a clause invalidating any 
previous laws or regulations which may conflict with the Agreement. Although 
such clauses are common practice in Persian legislation in this case there are some 
persons already suspecting that this is intended to cover up any contravention by 
the Agreement of the Nationalisation Laws, Furthermore, those who, like 
Qanatabadi, oppose the Agreement in principle have contended that the procedure 
of a covering single article bill can only be applied to agreements with foreign 
governments. This is not so, but their arguments on this point have no doubt 
misled some persons into thinking that the Government are proceeding illegally, 

7. Some newspapers have recently urged the Majles to take their time, 
thereby indirectly eniticising the Government and risking suppression. Although 
there Seems little doubt that there is already a clear parliamentary majority in 
support of the Agreement the Government would do well to avoid, as far as 
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possible, laying themselves open to charges of pushing the Agreement through or 
unduly forcing the pace of ratification. They seem to be more aware of this danger 
than at first appeared. Although the special parliamentary committee is meeting 
almost every day and working exceptionally long hours by local standards, it is 
showing no disposition to let itself be hurried. (Even so it has made good progress.) 
The Committee's attitude is not surprising in view of the complexity of the 
Agreement and the fact that the text cannot be rendered into Persian with the same 
clarity and exactness that it possesses in English, since the Persian language lacks 
generally-accepted equivalents for many English legal and technical terms. Many 
members of the Majles are admitting to the greatest difficulty im understanding the 
Agreement, but in some cases at least this difficulty is not exclusively linguistic. 


& The composition of the special committee is fairly satisfactory from the 
Government's point of view. It has not got an undue proportion of troublesome 
elements and at the same time is not obviously packed.” Of the Senators only 
one (Lessani) is an acknowledged opponent of the Agreement and although a few 
of the Deputies have more or less opposed the Government or shown a tendency 
to demagogy over the oil question in the past, none of them is of the mettle or the 
opinion of Qanatabadi. Another encouraging sign is that parliamentary comment 
on oil has sobered noticeably since the text of the Agreement was presented 


9. Iti still to early to say whether the Government will succeed in preventing 
the Majles from proposing amendments of substance. If they are successful, the 
Majles might still try to assert itself by suggesting changes in the Persian text, which 
would improve the language without altering the substance. Even this might cause 
difficulties for the consortium, which would quite likely fear that such linguistic 
amendments were only the thin end of the wedge. 


10. Generally speaking the prospects. of a fairly smooth. ratification. still 
appear to be good and the process may take much longer than the original 
parliamentary estimates, (as to those of the Shah and the Government) of 
four or five weeks from the date of presentation to Parliament. If this proves 
correct, ratification would take place in the latter part of October. 


11. Tam sending copies of this despatch to Her Majesty's Representatives at 
Bahrain, Bagdad, Paris, The Hague, Washington and to the Heads of the British 
Middle East Offices at Fayid and Beirut. 

Thave, &€. 


R. B, STEVENS, 





EP 1534/397 No, 50 
TREATMENT OF INDEPENDENT OIL COMPANIES 
Sir Roger Makins to Mr. Eden, (Received October 7) 


(No. 2143. Confidential) Washington, 
(Telegraphic) October 7, 1954. 

Persian Oil—Treatment of Independents. 

State Department to-day informed a member of my staf that they had already 
eceived applications from three independent American oil companies who wished 
to buy up part of the shares at present held by the major American oil companic 
in the consortium, State Departinent were sending formal acknowledements in 
reply to these and any other applicants, saying that their names have been noted 
and would be brought to the attention of the appropriate authority at the proper 
time. 

2. Names of the companies who have so far applied are Cities Service, 
American Independent and Anderson Purchard Oil Corporation of Oklahoma. 
The latter company was described as an old established small business of good 
reputation, 

3. These developments are no doubt connected with Hoover's appointment 
as Under-Secretary of State. Our information is that the sale of American shares 
to independents would be limited to S per cent. and that applicants will have to 
be approved by all the present members of the consortium. This would be in 
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accordance with the private understanding already reached between consortium 
members. State Department add that they have not finally made up their minds 
how to handle applications, but it is probable that they will decide to turn the whole 
thing over to the companies. State Department say they are not convinced that 
any applicants will stay the course when they realise the full implications of 
membership, 4 





UES 1174/28 


MIDDLE EASY OIL TALKS 
Sir Roger Makins to Mr. Eden, (Received October 13) 


(No. 2180. Confidential) Washington, 
(Telegraphic) October 13, 1954. 
Middle East Oil Talks. 
The first meeting took place in the State Department this afternoon. Record 
follows by bag. The following questions arose on which we should. be grateful 
for any information you could send us before the next meeting on October 14 


(©) The State Department outlined the position with regard to the projected 
transfer of a 5 per cent, share in the Persian Consortium from the five 
major American companies to Anierican independents (my telegram 
No. 2143, of October 7). ‘They asked “whether Her’ Mays’ 
Government had any views on this operation and in particular whether 
they had any interest in the decision 9s to which independent companies 
should be allowed to participate 


EP 1534/408 @ 


Sir Anthony Eden to Sit Roger Makins (Washington) 


(No. 5284. Confidential) Foreign Office, 
(Telegraphic) October 20, 1954. 

Your telegram No. 2180 of October 12: Middle East Oil Talks, 
paragraph I (c) 

As you know, we acquiesced reluctantly in the admission of independents, We 
do not now expect serious objection from public opinion here, although we siiould 
have to make it clear that the total American holding was not increased. But we 
may still face recrimination from the Belgians and Ttalians whose requests to join 
the Consortium were rejected on grounds incompatible with the admission low of 
the American independents, We therefore still hope that the independents will not 
join. But if they do, we should prefer that any announcement be deferred for at 
least six months after ratification of the ail settlement. It would then attract less 
attention and could be more easily represented as a normal commercial transaction. 

2. Please make the following points to the State Department: — 

(i) We do not wish to comment on the choice of independent companies. 

(i) We should pot be able to approve either sn increase of the 3 per cent. 
share or any pressure by Governments to alter the conditions of 
participation laid down in the inter-company agreements if the 
American independents find them too sti 

Gi) We cannot be regarded as committed to giving currency facilities to the 
independents, and a request for them would have to be considered on 
merits. The independents’ circumstances are not comparable with those 
of the present participants. 

(iv) We think it important that there should be a reasonable interval, say six 
months, before the announcement of the transfer of shares, and that 
meanwhile there should be no public mention of the question. 


SECRET 





SECRET 


(W) We agree that the independents might well be frightened off when they 
learn the entrance fee and the position under (iii) above. 

(vi) We think that as a first step they should approach the present participants. 
We and the State Department would then consider the matter again 
when they have done so. 





EP 1534/407 No. 52 


MAJLIS APPROVAL OF OIL AGREEMENT 


Sir Roger Stevens to Sir Anthony Eden. (Received October 21) 


(No, 1208. En clair) Tehran, 
(Telegraphic) October 21, 1954. 


Majlis approved Oil Agreement this morning by 113 votes to 5 with 
| abstention. Agreement will now go to Senate. 


2. Please inform A.1.O.C, and Shell, 


EP 1534/415 
SENATE APPROVAL OF OIL AGREEMENT, OCTOBER 28, 1954 
Sir Roger Stevens to Sir Anthony Eden. (Received October 28) 
(No. 1231. En clair) 
(Telegraphic) 
My telegram No, 1208: Oil Agreement, 


Senate approved the oil agreement this morning by 41. votes to 4, with 
4 abstentions, including the President of the Senate, who does not normally vote. 





No. 53 


Tehran, 
October 28, 1954. 


Signature by the Shah is expected to-morrow when his birthday is being officially 
celebrated. 
Please inform A.1.0.C. and Shell. 





EP 1534/415 
SIGNATURE OF OIL AGREEMENT BY SHAH ON OCTOBER 30, 1954 
Sir Roger Stevens to Sir Anthony Eden. (Received October 30) 


(No. 1240. En clair) 
(Telegraphic) 
My telegram No, 1239: Oil Agreement. 
Regret information in my telegram under reference was incorrect. Shah signed 
Act at Hlaum.- October 29 


No, 54 


Tehran, 
October 30, 1954. 


EP 1531/15! No, 55 
SUGGESTIONS BY HER MAJESTY’S AMBASSADOR 
Sir Roger Stevens to Mr. Eden. (Received March 28) 
(No, 238. Secret) 
(Telegraphic) 
My immediately preceding telegram. 
This telegram deals with Compensation. 


2. This negotiation will not only prove extremely difficult: it will also draw 
down the maximum odium on those who conduct it, I suggest it is for 
consideration whether in the interest of future relations between this Embassy and 
the Persian Government it would be desirable for the detailed discussions, which 
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Tehran, 
March 28, 1954. 
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I fear may be inevitable, to be undertaken by myself or any member of my staff. 
Naturally 1 would start the ball rolling but if long [groups undecipherable} ensue 
it might be better for us to remain in the background and the discussions to be 
pursued by visiting representative, e.g., Serpell 


3. In any event, I think there would be advantage in linking this negotiation, 
both as regards channel and in Persian mind, with payment negotiation which 
after all represents something of a douceur. To reduce the number of separate 
negotiations all goirig on simultaneously, might also help to speed things up. 
Dr. Amini will be directly involved with ali of them and we must, I fear, anticipate 
great organisational difficulty on the Persian side in any event. 

4. In preparation of the brief it will obviously be necessary to substantiate 
the figures demanded by reference to specific losses, &c., including depreciation 
in the total value of the enterprise. Any claim for loss of profit subsequent to 
1954 must, however, be specifically disclaimed. At the same time authority might 
be given to tell the Persians that though thi the genuine basis of the claim 
any other explanation which they found more convenient for the purpose of 
presentation could be given consideration, 

5. [also think it important that the brief should indicate what argument 
should be used to convince the Persians that in paying over a sum, which is only 
just under half that paid by seven powerful oil companies in combination, they are 
getting value for money. Unless they are shown this they will not be prepared 10 
sell it to the their public and will not therefore agree to it 

6. 1 also hope the initial bid can be described as £50 millions plus interest 
(my telegrams No. 222). Is it necessary to assume for purpose of formulating 
claims that repayment has to be spread over as much as twenty years’? 





EP 1534/54 No. 56 


INSTRUCTIONS TO HER MAJESTY'S AMBASSADOR IN REGARD 
TO NEGOTIATIONS WITH THE PERSIAN GOVERNMENT ON 
COMPENSATION FOR THE ANGLO-ARANIAN OIL COMPANY 


Mr. Eden 10 Sir Roger Stevens (Tehran) 


(No, 65. Secret) Foreign Office, 


10) 


the progress made in the main negotiations, 


Sir, April 8, 1954, 
As you will understand, it is impossible 
to give your Excellency any very detailed 
instructions in regard to your negotiations 
with the Persian Government on compensa- 
tion for the Anglo-franian Oi! Company; 
much will necessarily depend on the manner 
in which the other negotiations develop, and 
on the Persian reaction to your initial 
approach. 1 shall be ready therefore to 
leave you with a wide measure of discretion, 
subject to the needs of the Consortium 
negotiations as a whole and of the under 
standing between Her Majesty's Govern- 
ment and the United States Government 
contained in my telegram 1069 Saving to 
Washington of the 26th of March. 

2. Your Excellency will of course need 
to consult the Consortium negotiators in 
regard to the time at which the first 
discussion with the Persian Government 
about compensation should take place, in 
order that it may be in consonance with 
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Similarly, you should keep in touch with 
the Consortium negotiators in order to 
judge the most propitious moment for an 
‘attempt to conclude your negotiations. In 

you will no doubt bear in mind the 

ger that the question of compensation 
might be put aside by the Persians until the 
Consortium Agreement had been nearly 
concluded. If this happened it would 
probably lead to pressure on us, both by 
the Persian Government and by the United 
States Government, to sucrifice compensa- 
tion for the sake of the Consortium 
Azrcement. When however the time for 
your parallel negotiations has been 
arranged, the line T would suggest might be 
taken would be somewhat as follows. 

3. At the outset, you should make it 
clear that pending a satisfactory conclusion 
to the Consortium negotiations and of a 
settlement of the compensation question, 
A.LO.C., and Her Majesty's Government on 
the Company's behalf, must reserve all their 
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legal rights. Anything said during. the 
course of the present negotiations is without 
prejudice to A.1.0.C.s full claims. 

4, Your Excellency might go on to say 
that, the A.L.O.C. having been deprived of 
its undertaking, the Persian Government 
themselves have, you understand, recognised 
that compensation would be rightly payable 
to the Company. Indeed Her Majesty's 
Government were convinced that the 
Persian Government would wish to. show 
the world that they were ready to deal fairly 
with foreign capital. You should add that 
there was no intention of asking Persia to 
pay more than was reasonable or could be 
sustained by her economy. Further, Her 
Majesty's Government were not suggesting 
that Persia should pay immediately what- 
ever sum might be agreed, What they had 
in mind would be a payment which could 
be spread over a period of, say, twenty 
years. 

S. You might then explain that, as the 
Persian Government had already been made 
aware, there would be no question of a 
claim for the loss of future profits after the 
date of the coming into force of the new 
Agreement with the Consortium. — What 


would be claimed would be (a payment to 
ALO, for the loss and damage arising 


directly or indirectly out of the events of 
1951, up to the date of the coming into force 
of the Consortium Agreement, and (h) pay> 
ment for the fair value of the Kermanshah 
Refinery, the Naft-i-Shah oilfield, and. of 
the internal distribution facilities. With 
regard to (a), account would have to be 
taken of the fact that, in the three years 
from 1951, there had been a loss of produc- 
tion of some 100 million tons of oil, and 
the consequent loss to A.1.0.C. of profit on 
it. Other losses too would have to be taken 
into account, and to go through them all 
in detail would inevitably be a long, trouble~ 
some and time-wasting process.” In the 
opinion of Her Majesty's Government such 
a course could only result either in 
Protracted negotiations or in resort to 
arbitration. This was not the desire of any 
of the parties involved, although Her 
Majesty's. Government and the A.LO.C. 
considered that arbitration might be inevit- 
able if agreement by negotiation could not 
be reached. 

6. Your Excellency might conclude this 
first meeting by saying that, having regard 
to the atmosphere of goodwill in which the 
Consortium negotiations had been entered 
into and to the common desire that a satis- 


factory settlement on all counts should be 
reached without delay, Her Majesty's 
Government suggested that the Persian 
Government might consider the proposal 
that they should agree to make a net 
payment to A.1.O.C. which would be taken 
{to eliminate all claims and counter-claims. 

7. ‘The object of mentioning the figure of 
100 million tons loss of production given 
in paragraph 5 above would, of course, be 
to test the Persian reaction to the idea of 
a payment of the order of magnitude sought, 
whilst avoiding entering into discussion of 
figures, or into detailed examination of all 
the items of A.1.0.C's claim. It would also 
avoid putting forward at the outset so large 
a figure that there would be no hope of 
obtaining it from the Persians, I must leave 
to your judement, in consultation with the 
Consortium delegation and in particular 
with the representatives of A.LO.C,, the 
points at which you would reveal to the 
Persians the figures represented by indi- 
vidual items of claim, the gross figure which 
A.LO.C, might demand, or the net figure 
which the Persians might eventually accept 

ll, however, be obvious to your Excel- 

that you should if possible avoid 
giving figures until you know whether the 
Persians intend to put forward counter- 
claims and, if so, what they amount to. 

8. I the Persian Government. mention 
the possibility of paying compensation in 
the form of oil at cost, you should reply 
that this manner of payment would raise 
questions of great concern to the whole 
Consortium. It could not be agreed to 
without reference to the Consortium 
delegation. 

9. Tattach, for your own information, a 
statement by A.1.0.C. of the items on which 
they build up their claims (Annex A)(), 
together with a statement of counter-claims 
which have been made by the Persians in 
the past, some of which will no doubt be 
repeated (Annex B)('). If, as 1 hope, the 
procedure outlined above succeeds, it may 
never be necessary to argue these in detail 
with the Persians. If, however, it becomes 
in your opinion necessary to do so, you 
should inform me and at the same time 
consult the representatives of A.I.O.C. 
about the sequence in which various items 
should be put forward. Whether you should 
need to use them or not, the representatives 
of A.LO.C. have been asked to point out 
to you the items which could most easily 
be substantiated and those which might 
prove more complicated to evaluate. I 


() Not printed. 
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would, however. draw your attention to one 
point: the basis of claim mentioned in 
Paragraph 7 of the document at Annex A, 
namely, the diminution of the capital value 
of A.LO.C’s enterprise, to some extent 
overlaps with the basis taken in paragraphs 
5 and 6 of the same document. It is, more- 
over, one which might be difficult to eval- 
uate without reference to the loss of earning 
power, i... of future profits, claim for which 
has been specifically ruled out. It it there- 
fore an argument which should be kept in 
reserve for the present 


10. L also attach a note (Annex C)(') on 
the releases und indemnities which it will be 
necessary to obtain, as the legal expression 
of the operation of “cleaning the slate.” 
The Memorandum of | Understanding 
between the members of the Consortium, 
a copy of which will be handed to. you by 
the representative of A.L.O.C. is for com- 
mercial reasons drawn up in such a way 
that, should any of these releases and 
indemnities not be obtained, it would be 
open to any party to the Memorandum of 
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Understanding to decline to go forward 
with the project as a whole. It is therefore 
important to obtain, if possible, all these 
releases in some or other form; the docu- 
ments themselves will be drafted at a later 
stage by the A.LO.C. As your Excellency 
will observe from Annex C, it is not neces- 
sary that you should negotiate for these 
releases and indemnitics in precisely the 
same form as that set out in the Memo- 
randum of Understanding between the 
companies: 

1, As I said in paragraph 1, 1am ready 
to leave you a wide measure of discretion 
in the handing of this difficult issue. The 
A.LO.C. have assured me that their repre- 
sentative on the negotiating team, Mr. Snow, 
will be at your disposal throughout and 
you will no doubt make good use of the 
services of Mr. Serpell of the Treasury and 
Mr. Beckett of the Ministry of Fuel and 
Power for so long as they can remain in 
Tehran, 

Tam, &. 


ANTHONY ED 


(°) Not printed, 





EP 15315/1 


RESULTS OF FIRST MEETING (APRIL 20, 1954) 
a 


Sir Koger Stevens 10 Mr. 


(No. 349. Secret) 
(Telegraphic) 


Eden. (Received April 20) 


Telwan, 
April 20, 1954. 


My telegram No. 339: paragraph 6. 
The first meeting on compensation was held this morning, Minister of Finance, 


Dr. Amini, being in the chair. 


2. 1 made a 
following by bag). 


(i) the Persian Government must 


wed statement based on your despatch No, 65 (text 
In reply Amini made the following points: — 


ewise reserve all their legal rights: 


Gi) they have always considered the compensation issue to be one between 
themselves and the Anglo-Iranian Oil Company, but they accep' 


intervention of the British 
Iranian Oil Company; 


iii) they had always accepted the princi 
question was to settle the amount, 1 


of Persian counter claims; 


Government as representing the Angio- 


le of compensation, The only 
ing into account the off-setting 


(iv) they were glad to learn that there was no claim for loss or future profit 
which they had always regarded as without foundation; 
(v) if the Anglo-Iranian Oi! Company had suffered damage as a result of 


events in 1951, Persia had 


probably, suffered more and the Per 
Government could make a cl 


laim for loss resulting from the economic 


blockade [sic], effect of which on public opinion would have to be 


taken into account: 


(vi) it would be advantageous to forget the past altogether and start afresh, 
3. In reply I said that I did not wish to deal again with the controversis! 


points (. 


were covered in my prepared statement. 


., Status of Her Majesty's Government in [group undecipherable}), which 


T could not, however, accept the 
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suggestion that any Persian losses since 1951 were due to us, or that any action 
by Her Majesty's Government constituted an economic blockade. Amini then 
quoted the Churchill-Truman letter which to the best of his recollection referred 
toa blockade or something like it. He said that it was a matter of public knowledge 
that Persia's economic dilticulties were created by Her Majesty’s Government. 


4. From various remarks made during the discussion, and from the text of 
Note mentioned in my telegram No, 332 (on which I am reporting separately) 1 
deduce that the Persian Government are endeavouring to confine the settlement to 
the value of the Anglo-Iranian Oi1 Company assets, less their claim against Anglo- 
Iranian Oil Company. Since however we propose to raise loss and damage since 
1951 they propose making a claim for their own loss for the same period. 


5. At the conclusion of the meeting we agreed on the text of the communiqué 
contained in my immediately following telegram. 


6. 1am telegraphing separately about the allegation of blockade. 


EP 15315/2 2 
Sir Roger Stevens 1o Mr. Eden. (Received April 20) 


(No. 350. En clair) Tehran, 

(Telegraphic) April 20, 1954. 
My telegram No. 349. 
Following agreed Press communiqué has been released. 

As it has been agreed that the subject of compensation which does not 
directly concern members of the Consortium other than A.1.O.C. could best 
be handled on a direct basis between British representatives and the Persian 
delegation, the latter held a meeting at the White Palace on Tuesday, April 20, 
with & group consisting of Her Britannic Majesty's Ambassador, Mr. Snow, 
representing A.1.O.C., and Messrs. Beckett, Serpell and Wright. 

‘General discussions took place in a friendly atmosphere on the views of 
the two parties in respect of compensation and both parties expressed 
determination to reach an early solution of the different matters at issue. 

"The next meeting will take place on Saturday, April 24 


EP 15315/5 No. 58 
RESULTS OF SECOND MEETING (MAY 3, 1954) 
i) 
‘Sir Roger Stevens to Mr. Eden. (Received May 4 


(No. 436. Secret) Tehran, 
(Telegraphic) May 4, 1954. 

My telegram No. 349: Compensation, 

The second meeting on compensation was held on May 3. Amini read a 
prepared statement (copy follows by Saving telegram) in answer to my opening 
statement. He noted that no claim would be made in respect of assets used by 
the Consortium, and then referred to the Consortium memorandum of April 14, 
where it was stated that a percentage of the value of facilities in question would 
be included by the Consortium as annual operating costs. In view of this he asked 
to be informed of total value set on assets, and exact method of arriving at value 
He also rejected Anglo-Iranian Oil Company's claim for damages arising out of 
the events of 1951, suggesting that the assumption in my statement that a sum was 
due to the company would require justification, particularly in view of the exclusion 
of claims for installations in the south and future profits, 

2. In my absence owing to illness, Wright thanked Amini for his statement, 
and Said that the points made would require careful study. He wished to say at 
the outset, however, that the losses incurred by Persia were regarded by 
Her Majesty’s Government as directly attributable to unilateral action taken by 
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the Persian Government. The A.LO.C. had never relinquished their rights to 
the cil, and merely took action to which they were fully entitled. Amini pressed 
for further information about the value of assets to be charged as a cost. Wright 
answered to the effect that in our view this was a matter for the Consortium and 
not for compensation negotiation, 

3. We extracted from the Persians a list of their counter-claims which they 
divided into definite debts due from the company which should be exactly assessed, 
and claims of a more contentious kind. The list follows by Saving telegram. 

4. In-subsequent discussion Amini rejected our claim for loss and damage 
on the ground that Her Majesty's Government had recognised nationalisation, 
and furthermore the company were offered full facilities to continue to ship oil 
after the passage of the Nationalisation Law. We explained that provisional 
acceptance of nationalisation was contingent upon a satisfactory settlement, 
including payment of adequate compensation, 

5. Although loss and damage inflicted on Persia as a result of the so-called 
‘economic blockade was not listed in the counter-claims, it is obviously the Persian 
intention to try to secure the cancellation of the two loss and damage claims. 

6. Next meeting has been fixed for May 5 when the Persians expect to have 
monetary figures available in respect of some of their counter-claims, 


EP 15315/6 Q 
Sir Roger Stevens to Mr. Eden. (Received May 5) 


(No. 444. Secret) Tehran, 
(Telegraphic) May 5, 1954. 
My telegram No. 436: Compensation, 
At this morning's meeting I concentrated on refuting the Persian rejection of 
for loss and di since 1951. I also stated that if the Persians 
maintained their contentious claims, we could likewise produce claims of similar 
nature. We would, however, prefer to avoid doing this und concentrate on a 
broad and just settlement 


ind. asserted Persia's right 

(On this occasion Amini took as 

his instance only the strong diplomatic pressure exercised by the United Kingdom 
or other Governments which Persia had been unable to counter-balance,) 

3. One point, which may be worth recording, is that the negotiators claim 
to be entirely unaware of A.1.O.C's offer to negotiate on a 30/50 basis on 
February 10, 1951 (group undecipherable reference my telegram No. 84] 
regarding the explanatory memorandum, paragraph 4), 

4. Although, in some ways, I should have preferred to avoid any raking over 
of past history, it was inevitable that we should do so on one occasion at least, 
if only in order that Amini should have had his say on the past in front of his 
fellow-negotiators. A certain amount of reference to the past is, of course. 
necessary in connection with A.I.0.C.’s claim for loss and damage since 1951, 
and the refutation of Persia's claim for damage in respect of the “ blockade.” 

$. Lam glad to say that Henderson has made the point strongly to Entezam 
that world opinion will expect payment of compensation to A.LO.C. by Persia 
if Persia is to be regarded as a credit-worthy nation, and that the argument used 
by the Persians as reported in paragraph 4 of my telegram under reference will 
not be conducive to respect for Persia’s word. 

6. Only a formal communiqué was issued at the end of to-day's meeting. 


7. Next meeting to-morrow evening 
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EP 15315/8 3) 
Sir Roger Stevens to Mr. Eden, (Received May 6) 


(No. 455. Secret) Tehran, 
(Telegraphic) May 6, 1954. 

My telegram No, 444, 

As a result of hint dropped down the line, 1 reverted with Amini this morning, 
to our discussion on compensation yesterday, on the lines previously agreed with 
the Anglo-Iranian Oil Company representative. Entezam was present. 

2. I said that we hated to get involved in sterile controversy over the past 
1 realised it might be awkward for the Persian Government explicitly to accept 
the claim for loss and damage resulting from the events of 19S!. (That was what 
the hint conveyed.) We were quite ready to explore ways of coverine it up to 
help with the presentation. But basically we were completely convinced that the 
claim was one which could be justified to the hilt on the basis of equily. Leaving 
the earlier years and legal arguments aside, a great injustice had been done to the 
Angle-Iranian Oil Company in. 1951; it was for effect of this we were claiming. 
(To my surprise Amini unmistakably signified assent to this.) 

3. 1 then outlined the procedural position as I saw it. Perhaps 1 could best 
express it by saying that if we had to go to arbitration, which we hoped we would 
not, we should be in # position to Pecans ‘evidence for asking not much less than 
£300 millions under this heading, We had cursorily examined the Persian counter- 
claim and I must frankly say there was little there we could accept as an offset. 
But we wanted to be generous and to have a quick settlement. If we could vet 
down to discussing compensation on i basis of the net amount due to the Anglo- 
Iranian Oil Company, payable over a considerable period so as not to burden 
Persian economy, we should be prepared to think in terms of a very considerable 
reduction below the figure I had named. 

4._ As I had heard that Amini had, at least til yesterday, been hoping for a 
complete washout of the claim and counter-claim T also said that it yezmed to me 
essential for Persia's good name and reputation (especially from the point of view 
of attracting capital in the future) that the net result of this negotiation should be 
payment to the Anglo-Iranian Oil Company of a reasonable sum. He did not 
demur. 

5. Both Ministers received my remarks most cordially; nor did they appear 
to wince at the figure, Amini agreed that to give the negotiations a more practical 
turn T should repeat my remarks in the plenary [?proups omitted] this afternoon. 
He merely asked me to be gentle with Bayat’s tender feelings. We shall also discuss 
the Persian counter-claim. 


EP 15315/22 No. 59 


CONVERSATION BETWEEN HER MAJESTY'S AMBASSADOR AND 
THE PRIME MINISTER ON JUNE 28 


‘Sir Roger Stevens ta Mr. Eden. (Received June 29 


(No, 675. Confidential) Tehran, 
(Telegraphic) June 29, 1954. 
Thad an informal talk with the Prime Minister last night. I was accompanied 
by Snow. I stressed importance of compensation talks keeping pace with progress 
in Consortium discussions, since the two subjects were inter-dependent. As regards 
rocedure, I said that we were willing to discuss further Persian counter-claims, 
ut first wanted to be clear: — 

(a) that object of such discussions was to enable the Persian Government 10 
say that they had been examined, not to reach final conclusion on the 
acceptability or otherwise of each claim; 

(b) that the Anglo-Iranian claim for loss and damage resulting from the events 
of 1951 would also be discussed and brought into the calculations. 
Tt was a claim which ought to be met from point of view of equity and 
justice. T also emphasised that 2 net payment by Persia was the only 


SECRET 


SECRET 107 


outcome of these discussions which would rehabilitate Persian credit 
and the prestige not only of His Majesty’s Government, but also of 
the Governments associated with the Consortium. 


2. Amini reassured us on (a). As regards (b) he expressed willingness to 
discuss A.1.O.C. claims, but said that he could not agree to arrive at a net figure 
which was based on ai open acknowledgment of this claim. He suagested that 
after an examination of the claims of both sides, it might be possible to arrive 
ata net sum to be paid to represent compensation under some general title. He 
hoped that the amount would be symbolical, to which I replied that there’ were 
large as well as small symbols in this world. 

3. A formal meeting on compensation has been arranged for June 30. Amini 
indicated that he would be willing to have the meetings on alternate days on 
compensation, but it may require an effort to hold him to this. I should, however, 
be grateful for supplementary briefing on gold clause, and oil supplied to allied 
forces as soon as possible. 





EP 15315/40 No. 60, 
RESULTS OF MEETINGS HELD ON JULY 22 AND 23, 1954 
( 
Sir Roger Stevens to Mr. Biden. (Received July 22) 


(No. 787.. Secret) Tehran, 
(Telegraphic) July 22, 1954 

My telegram No. 78: Compensation. 

At further meeting this afternoon we concluded the argumentation of the 
whole field of claims and counter-claims. 1 therefore put forward the suggestion 
of analysis of figures, indicated that it would be reasonable that Persian 
Government should pay Angio-Iranian Oil Company a sum of £100 millions and 
that, in the event of satisfactory arrangements, payment could be spread over a 
maximum of twenty years. 


2. Amini replied that after most careful consideration the Iranian delegation 


was unable to find grounds which they could defend to their public for meeting 
loss and damage claims as presented by Anglo-Iranian Oil Company. He did 
not, as on the previous occasions, try to dissect the claim, but simply said that 
insufficient evidence regarding company operations was available to him. For 
example, to accept claim of £78 millions he would have to, see_all the charter 
parties. "He could not possibly stand up in Parliament and say that he accepted 
company claim “as stated by them and without supporting evidence.” In a 
spirit of goodwill, however, Iranian delegation had been attempting to find some 
other, basis on which they could explain the company claim. They were prepared 
to take. company net proft in 1950 of £35 millions and apply that to thres 
succeeding years on the assumption that the total net profit of £10: 

been lost. 

3. When I pressed Doctor Amini to state what Iranian counter-claims he 
was slill pressing by way of off-set to this figure he became somewhat reticent, 
but finally agreed to make an offer at a meeting scheduled for 4 o'clock, July 23) 
He has told United States Ambassador that the offer will not be large, 


5 millions had 


EP 15315/43 Q 
Sir Roger Stevens to Mr. Eden, (Received July 23) 


(No. 792. Secret) Tehran, 
(Telegraphic) July 23, 1954. 
Compensation. 
At 17th meeting this afternoon Amini opened the proceedings by offering 
net payment of £10 millions. After much argument he increased this offer to 
£20 millions, saying that there was no prospect of his going higher. 
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2. I maintained throughout the discussion that I was not authorised to 
discuss any figure below £100 millions and that his offers appeared so small in 
relation to what we thought just and equitable that I could not undertak= even to 
report them to London. I urged the Persian delegation to reflect again on the 
probleni before our new meeting. I was surprised that Amini doubled his bid 
Guring the course of to-day’s meeting and I think that we might get him up to 
£25 millions or conceivably £30 millions. 1 would regard the last as an absolute 
maximum, We shall try to arrange another mesting for Sunday to test him and 
also to discuss the draft formula (copy by bag). After that I should be in a position 
to make a firm recommendation. Snow is proposing that a meeting of the Board of 
A.LO.C. should be called for Tuesday, July 27. 


3. One item (valued at £12 millions) which the Persians are using to offset 
the figure of £105 millions mentioned in my telegram No. 787 is the gold clause 
claim which they have reduced but not withdrawn, I have warned them that we 
cannot possibly accept a specific reference to any payment on account of gold 
clause but in view of the Iraq precedent I assume you would see no objection to a 
general payment covering this and other items, all unspecified. 


4. The Persians know alt about Iraq. 


EP 15315/43 No. 61 


DISCUSSION IN LONDON BETWEEN ANGLO-IRANIAN OIL COMPANY 
AND HER MAJESTY’S GOVERNMENT 


Mr, Eden to Sir Roger Stevens (Tehran) 


(No. 759. Secret) Foreign Office, 
(Telegraphic) July 24, 1954. 

Your telegram No. 792 July 23: Compensation). 

ALO.. discussed position with us to-day. They said they regarded the 
Persian offer us derisory. But at least it admitted the principle that a net payment 
‘was due to the Company. Further, the offer was made up of two components, first, 
payment for the distribution facilities, and second a net sum covering claims and 
counter-claims 


2. The Company then asked two questions : 

(a) Would it be useful tactics to suggest to the Persians that their offer was so 
tow that recourse should be had to arbitration to decide what figure 
should be paid on account of the second component? Any such 
suggestion would have to be on the basis that the principle of payment 
haat been accepted and that what remained was to obtain an impartial 


ruling on the figure. There would be no question of an open-ended 
arbitration, nor would payment in respect of the first component be 
in issue 

(b) Was there any possibility of inducing the Americans to tell the Persians 


that in their view the offer was too low? 


3, We replied that on both counts we were unable to give an immediate 
reply. ‘The question whether recourse should be had to arbitration was one which 
we should need to submit to Ministers. As for the possibility of American support, 
‘our impression was that there was little hope but that we would seek your advice. 
The recommendation forecast in paragraph 2 of your telegram under reference 
will no doubt cover this. 


‘4. Your paragraph 4. We see no objection, Presumably tax on oil supplies 
will not be included in other items referred to (compare paragraph 10 of Armstrong's 
letter dated July 8). 


SECRET 
EP 15315/44 No. 62 
PERSIAN OFFER OF £25 MILLIONS 
Sir Roger Stevens to Mr. Eden, (Received July 26) 


(No. 804. Secret) Tehran, 
(Telegraphic) ‘July 26, 1954. 
My telegram No. 792 and your telegram No, 759: Compensation 
After three and a half hours of tense debate last night, Amini came up with 
an offer of £25 millions. Before doing so he had said that if his earlier offer 
was unacceptable he would haye to lay the whole question before his Government. 
He would find it necessary to give them the full story of claim and counter-claim 
and to report that the only idea of an equitable payment which he had been 
able to extract from the United Kingdom delegation, viz, £100 million, appeared 
to him extortionate He would have to tell his colledgues (and no doubt also the 
iat he personally could not recommend anything higher, though o 
succeeded him might think differently. UNE spam 


2, Both Snow and I are satisfied that Amini meant what he said, and is 


fenvinely convinced that any higher figure would endanger the whole agreement 
fe consider therefore that there is no prospect of increasing the Persian bid by 
negotiations with Amini. I am seeing Entezam this morning on other matters 
tnd will telegraph further if he gives me any reason to modify this view. 

3. If the sum offered is not acceptable the only recourse would 
arbitration, We have of late deliberately avoided mentioning this awkward sition 
to the Persians, but it seems highly improbable from remarks made by them in 
earlier discussions, that they would accept limited arbitration along the lines 
mentioned in your telegram under reference 

4. We have considered the possibility of invoking American assistance. 1 
cannot feel certain that at this stage Henderson would act without instructions 
from Washington, which he might well not get. The mere fact of asking for them 
would possibly lead to embarrassment. Moreover, I do not believe that his 
intervention would be fruitful unless (conceivably) he was able to name a figure, 
within easy range of £25 millions, which he believed we would be prepared to 
accept. If it were possible to name such a figure I might just as well do it myself 
with some prospect of Henderson's personal support. > 

5, Snow thinks, that if 1 am authorised to accept the £25 millions offer, 1 
should propose payment over ten years beginning at the end of the second year. 
This would presumably have to be cleared with the United States Government 
in view of your telegram No. 1069 Saving to Washington, paragraph 3. If you 
approve the proposal, should like authority to put it to the Persians frst. T should 
also like discretion to go to twenty years if absolutely necessary. 
icevOge,2 8 vine nothing to the Press and have asked the Persians to do 
il 





EP 15315/44 No. 63 


HER MAJESTY’S GOVERNMENT AND ALO.C. REACTION TO 
PERSIAN OFFER 


a 
Mr. Eden to Sir Roger Stevens (Tehran) 
(No. 797. Secret) Foreign Office, 
(Telegraphic) July 28, 1954. 
Your telegram No. 804 [of July 26: Compensation}. 


Your success in petting the Persians to increase their oferta £25 millions has 
made progress possible. 

2._ It has now been decided that, subject to the agreement of the Bourd of 

.O.C. which meets to-morrow, you should be instructed to do your best to 
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obtain a net payment by Persia of £30 millions, but given discretion to accept 
£25 millions. 


3, Neither Her Majesty's Government nor A.1.O.C. want arbitration. 


4 The proposal to refer in the Compensation Agreement to the Persian 
claim to nearly £50 millions under the 1949 Agreement has led to considerable 
discussion here. If it is to help A.LO.C. from the tax point of view it must take 
the form of a binding undertaking on their part to pay the sums in question to the 
Persian Government. It could not therefore be kept secret and, if it was expressed 
4s a retrospective payment, might have serious repercussions in Iraq, Kuwait and 
Sauat Arabia, all of whom have outstanding claims with the oil companies for 
retrospective ‘payments. It seemed to us, however, that this danger could be 
‘minimised if the payment were made dependent upon the coming into force of the 
main oil agreement and were linked more closely with the other compensation 
Provisions, ie. if the Agreement took the form of an undertaking by Persia (o pay 
Eompensation of £75 millions (or £80 millions) over a period of years, with a 
parallel undertaking by A.LO.C. to pay the £50 millions in question over the same 
Period. (It would be understood tha the payments would be set off each Year $0 
thatthe only money actually passing would be the net payment fom Persia to the 
ALO.C). It appeared to us that this would have the additional advantages of 
a) producing a much larger gross figure for compensation, and (6) showin; 

rrosity on the part of the Company in making the payments which they ha 
een prepared to make in 1949, 

5. The Company's reaction to this suggestion was favourable and Her 
Majesty's Government have approved it, provided : 

(a) AL.OC. obtain the agreement of their partners in the Consortium (thus 
‘giving them a chance to consider possible repercussions in the other 
countries); 

(b) the Persians do not raise serious objection ; and 

(c) ALO.C. agree that if the agreement of all concerned is not obtained within 
‘a. week they will drop the ides of referring to the 1949 Agreement at 
all, (This was on the assumption that the Consortium negotiations 
would be concluded within a week.) 


6 The Board of ALO. will decide this point also to-morrow and the 
Company are meantime consulting their partners in the Consortium through their 
representative in New York, 

7. All the above is for your own information only but you may tell Snow 
in confidence. See my immediately following telegram. 


EP 15315/44 (2) 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 798. Secret) Foreign Office, 
(Telegraphic) July 28, 1954. 

My immediately preceding telegram {of July 28: Compensation} 

I agree that you should propose payment over 10 years. The Board of 
A.LLO.C. will consider to-morrow when this payment shouid begi 

2. In view of the agreement with the United States Government in my 
telegram No. 1069 Saving to Washington, it is essential that the Americans should 
hear of this first from you. Please therefore approach Henderson and explain the 
situation reported in paragraphs 2 and 3 of my immediately preceding telegram, 
fand say that in view of the very small figure, as compared with the £100 millions 
for which we had all hoped, it would be of great assistance to A.1.O.C. if they could 
obtain payment over 10 years. You should say that you have therefore been 
instructed to mention this to your United States colleague and then to try to obtain 
it from the Persians. You should make your approach in such a way that Henderson 
will be likely to agree. 


3. We shalll be speaking to the United States Embassy here on the same lines. 
SECRET 
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EP 15315/44 3) 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 806, Secret) Foreign Office, 
(Telegraphic) July ‘30, 1954. 

My telegram No. 797 [of July 28: Compensation 

The Board of A.LO.C. and all the other companies have now approved these 
proposals. 

2. We will reply very shortly to your telegram No. 843. 


EP 15315/44 No. 64 
METHOD OF MAKING PAYMENTS 
a 


Mr. Eden 10 Sir Roger Stevens (Tehran) 


(No. 808. Secret) Foreign Office, 
(Telegraphic) July 30, 1954, 

My telegram No. 806 {of July 30: Compensation) 

For Inland Revenue purposes there must be binding obligation upon 
ALO.. to make the payments in question to Persia. A.L.0.C. must, therefore, 
ensure that there is an equally binding and indeed prior obligation upon Persia to 
make the same payment (plus the amount of net compensation) to them. 

2. It is not essential either for Inland Revenue or for A.LO.C. that this 
agreement should be published or that there should be any subsequent public 
reference to it. An unpublished agreement between A.LO.C. and the Persian 
Government in the terms of paragraph 1 above would, therefore, be satisfactory to 
A.LO.C. The draft would have to be approved by the Inland Revenue, 

_3. On the other hand a secret agreement would lose the advantages referred 
to in paragraph 4 of my telegram No. 797. And there would be a danger of 
subsequent leakage which the Persians might use as an excuse to default on their 
‘compensation payments, 

4. I should, therefore, prefer if possible the arrangements in paragraphs 4 
and 5 of my telegram No. 797. The following ‘arguments might be used with the 

rsians :— 

(a) They themselves suggested (your telegram No. 760) that if A..0.C. make 
this payment to Persia, their reciprocal payment should be over a 
period of years, thus linking it with their compensation payment. 

{b) The higher gross ‘figure of compensation would improve Persia's credit 
with the world. 


(c) The Persian Government would be free to stress to its own public the 
small net figure and the fact that they had secured payment of the 
sums due in the supplemental agreement. 

5. If, however, the Persians will not agree to paragraphs 4 and 5 of m: 
telegram No. 797 you are authorised to fall back on the arrangement in 
paragraphs 1 and 2 above. 

6, Please keep your United States colleague informed. 


EP 15315/44 a) 
Mr. Eden to Sir Roger Stevens (Tehran) 
(No. 810. Secret) Foreign Office. 
(Telegraphic) July 30, 1954. 
My telegram No. $08 lof July 30, paragraph 2, first sentence: Compensation} 
Inland Revenue have now informed A.LO.C. that although unpublished 
agreement as such might be acceptable, it is not certain that effect could be given 
to it for tax purposes if effect is not also given to it in A.1,0.C.’s published accounts. 


2. This reinforces our preference for the proposal in paragraphs 4 and 5 of 
my telegram 797. 
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EP 15315/57 3 


Sir Roger Stevens to Mr. Eden. (Received July 31) 


(No, 851. Secret) Tehran, 
(Telegraphic) Judy 31, 1954. 
Your telegrams Nos. 797, 798 and 806. 

_ Before meeting the Persians last evening, I spoke to Henderson about the 
period of payment. He saw no objection to our going to [group undecipherable] 
ten years, but expressed the hope that payment should not begin for three years. 

2. At the meeting with the Persians, I opened by stating that Her Majesty's 
Government and the companies were ready to accept £30 millions payable over 
five or six years. 1 pointed out that this would involve rate of payment similar 
to that in our original proposal. Amini at once stated that any figure in excess 
of £25 millions was impossible. After some discussion the Persian delegation 
proposed £25 millions payable over ten years, beginning January 1, 1957; I accepted 
the amount and ten year’s period, but said that I must refer their proposal on the 
moratorium, I have since received your telegram No. 811 and will accept this 
last proposal at meeting scheduled for 6°30 a.m, G.M.T., Sunday, August 1 


EP 15315/58 a 
Sir Roger Stevens 10 Mr. Eden, (Received August 1) 


(No, 869. Secret) Tehran, 
(Telegraphic) August 1, 1954. 

‘Ata further meeting on compensation this morning Amini made it quite clear 
that he could not accept any formula which specifies £76 millions {group 
undecipherable ? as} over a period of {group undecipherablel. After considerable 
‘argument and explanation of our difficulties, he was persunded provisionally to 
accept formula containing total figures of £i15 millions and £90 millions, Full 
text of aide-mémoire is contained in my immediately following telegram, 
Paragraph 7 (c) remains to be discussed further between. lawyers. We will let 
you know when it is finally agreed here. 


2. [hope that this text will be acceptable to you. Unless paragraph 4 can 
be agreed on a basis of gross figure, the only possible alternative will be to revert 
to the proposal in your telegram No, 743, which mentions £51 millions 

figure of £25 millions only is would presumably be less satisfactory from the 
pint of view of repercussions elsewhere, but I should like discretion to propose it 
if Amini should have second thoughts about gross figures. If this discretion 
cannot be given, then I must ask for full and detailed explanation, for the 
Information of the Anglo-Iranian Oil Company's representative here, of why 


mention of grovs figures is necessary, 


3. Amini naturally considers that it will be necessary for him (o explain gross 
figures. Indeed, his objection to the mention of £76 millions was that it would 
be so hard to explain, He has, however, agreed that in any explanations he will 
only make use of the followi 

£105 ‘millions for losses and damages to Anglo-franian Oil Company: 
£10 millions for internal distribution assets; £30 millions for disruption of 
ranian economy and £9 millions for misceilaneous claims not (repeat not) 
to be specified. In connection with the £30 millions he would say, if pressed, 
that this includes allowance for inability of N.LO.C. to seli greater quantities 
of oil in the past three years. In this event he would not suggest thet any 
specific amount inside £30 millions had been agreed for this allowance 


§.  I'shall be grateful for very early instructions regarding text of aide-mémoire. 
SECRET 
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EP 15315/59 oy 
Sir Roger Stevens 10 Mr. Eden. (Received August 1) 


(No. 870. Secret) Tehran, 
(Telegraphic) August 1, 1954, 

My immediately preceding telegram. 

Following is “ aide-mémoire on compensation settlement,” 

Whereas groups undecipherable]_ arrangement. with the Consortium 
necessitating an agreement on question of compensation the two delegations have 
given careful consideration to the financial matters outstanding between the Iranian 
Government and the Anglo-Iranian Oil Company Limited. 


2. They have had regard to arrungement made between the Iranian 
Government and the Consortium, which includes provision in respect of use [group 
undecipherable] assets, in consideration of which the Anglo-Irantan Oil Company 
Limited relinquishes all claims in respect of the said assets. 


3. They have made a meticulous examination of all claims and counter-claims 
of both sides, 


4, They have taken into account value of the internal distribution of assets, 
the Kermanshah refinery and Naft-Ishah oilfield and disruption of enterprise of the 
‘Anglo-Iranian Oil Company Limited on the one hand, and the disruption of Iran's 
economy arising out of failure of the two parties to reach a settlement following 
‘upon nationalisation of Iranian oil industry in 1951 on the other hand. 


$. They have also taken into account Iranian Government’s view that in 
equity they should receive upon ratification of the new agreement with the 
Consortium additional sum which would have accrued to them under the 
Supplemental Agreement of 1949 if it had come into force, and the Anglo-Iranian 
Oil Company have agreed to pay £51 millions in respect thereof ax herein provided, 


6. Having regard to the foregoing it has been agreed that the sum of 
£115 millions shall be paid by Iran t0 the A.LO.C, Limited and that the sum of 
£90 millions including the said sum of £51 millions shall be paid by the 
ALO. Limited to Iran, thus arriving at 2 net amount payable by Iran to the 
ALO.C: Limited of £25 milion. This sum shall be paid by Fran in ten equal 
annual instalments beginning on January 1, 1957. Settlement may be effected by 
down instalments [group undecipherable] ‘set off against tax liability. of trade 
company (o be established by the A.L.O.C. Limited under the Consortium 
‘Agreement 


7... This payment is in full and final settlement of all claims and counter-claims 
by Iranian Government and N.1.0.C. on the one hand and by the A.1.0.C. Limited 
on the other in respect of any matters prior to the effective date of the Consortium 
Agreement. The A.LO.C. Limited give in favour of Iranian Government and 
N-LO.C. a formal release from all claims and demands of company in respect of 
any such matters: The Iranian Government and the NLOC, in their turn give 

following formal releases and indemnity in favour of the A.1.O.C. Limvited— 
(a) a release from all claims and demands of the Iranian Government and 
NLOC. in respect of any matter prior to effective date of the 
Consortium Agreement; 

(6) an indemnity against any liability in respect of any claims and demands 
that may be made against the A.LO,C. Limited by third parties arising 
‘out of oil operations in Iran of the said company; 

(0) an indemnity in respect of any claims aed demands arising directly or 
indirectly from events of the 195] Agreement be made against the 
ALO.C. Limited by third parties, but excluding claims arising by 
reason of A.L.O.C. Limited activities in bringing. to the notice of 
intending purchasers and others the dispute which has arisen in regard 
to the title to Iranian Oil and in otherwise seeking to defend their lezal 
rights. 

8. The Compensation Agreement and Consortium Agreement shall come 
into force together. 
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EP 15315/61 © 
Sir Roger Stevens to Mr. Eden. (Received August 2) 


(No, 886, Secret) Tehran, 
(Telegraphic) August 2, 1954. 

My immediately preceding telegram. 

At the same meeting Amini suggested that from his own point of view it 
would be desirable that the final Compensation Agreement should be incorporated 
in the Consortium Agreement, thus eliminating possibility of separation as regards 
ratification. 


2. This suggestion is superticially attractive, but will require examination by 
lawyers, and will probable. present drafting dificultes, since A.L.O.C. alone wilt 
be a party to the compensation section of any combined Agreement. 


3. For the purpose of the aide-mémoire, however, we agreed on the following 
wording in substitution of paragraph 8 in my telegram No. $70:— 

“The wording of this aide-mémoire is not intended to represent necessarily 
the wording to be used in the Compensation Agreement, which, is to be 
satisfactory to the lawyers from both sides, and which will come inte force 
together with, and form an integral part of, the Consortium Agreement.” 


4. Unless you let me know hy einergency telegram I will assume the above has 
your approval. 


EP 15315/61 m 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 831, En clair) Foreign Office, 
(Telegraphic) August 2, 1954. 
Your telegram No. $86, 
No objection, provided Page agrees. 


EP 15315/67 (8) 


Sir Roger Sievens to Mr. Eden. (Received August 3) 


(No. 903. Secret) Tehran, 
PRoeerpbieh August 3, 1954. 

My telegram No. 897, 

‘Amini has accepted the formula contained in my immediately following 
telegram which we submitted to him on basis of your telegrams Nos, 743 and 832, 
paragraph 4, first sentence. He still sees difficulty, however, in there being no 
Pecoud for his own purpose as to how £25 millions is arrived ai. He will write the 
Company a letter (to be drafted later) setting out his version of this (in terms to 
be agreed by us) to which the company would acknowledge im a way which did 
not commit them to agreement with detailed figure. 


2. Tam afraid our efforts, after your telegram No. 840 had arrived, to get 


him to accept a redraft expressing more clearly the new point in paragraph (b) of 
e 


that telegram were unsuccessful. He simply said that the statement was untra 
and he could not undertake to justify it. 
3. Thope T may be authorised to accept the proposals in paragraph 1 above. 
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EP 15315/68 9) 
Sir Roger Stevens to Mr. Eden. (Received August 3) 


(No. 904. Secret) Tehran, 
(Telegraphic! August 3, 1954. 

My immediately preceding telegram 

Having regard to foregoing it has been agreed that the Anglo-Iranian Oil 
Company, Limited, shall pay to the Iranian Government the additional sums 
referred {0 in preceding paragraph, and such sums totaling £51 milions will in 
turn be set off against the amount payable by the Iranian Government to the 
Company representing the balance struck after examination of other claims and 
counter-claims. In result, ¢ net amount is payable by Iranian Government to the 
Anglo-Iranian Oil Company, Limited, of £25 millions free of interest. This sum 
shall be paid by the Iranian Government in ten equal annual instalments beginning 
‘on January 1, 1957. 


EP 15315/67 10) 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No, 849. Secret) Foreign Office, 
(Telegraphic) ¥ Sl 3, 1954, 
Your telegram No. 903. 
You may accept formula in your telegram No, 904 provided that company's 
counsel in Tehran agrees that it will in fact result in net payment of £25 millions 
to A..O.C. and no (repeat no) physical payment by company to Tran; 


EP 15315/70 ay 
Sir Roger Stevens to Mr. Eden. (Received August 4) 


(No. 910. Secret) Tehran, 

(Telegraphic) August 4, 1954. 
This is to confirm the text which we are preparing for initialling of the 

aide-mémoire on the compensation settlement. It follows that in my telegram 

No. 870 with the following exceptions :— 3 
Paragraph 5—Ends at the word “ force *. 


Paragraph 6.—As in my telegram No. 904, followed by the last sentence of 
paragraph 6 in my telegram No. $70 beginning “ settlement may be 
effective” down to “under the consortium agreement,” 

Paragraph 7 (c).—Is omitted altogether. Substance is being taken care of in 
the consortium agreement and the company lawyers are quite happy 
on this point. 


Paragraph 8.—As in my telegram No. 886 paragraph 3. 


EP 1531/70 2 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 870, En clair) Foreign Office, 
(Telegraphic) August 4, 1954. 
Your telegram No. 921 
T agree that no further amendments are necessary 





SECRET 























116 SECRET 
EP 1111/7 No. 65 
PAYMENT RELATIO’ 
(i) 
Mr. Eden to Sir Roger Stevens (Tehran\ 


(No, 262. Secret) Foreign Office. 
(Telegraphic) March 20, 1954 
‘As you know, the proposed oil settlement contemplates payment of Persia's 
oil revenue in sterling, We have been considering what complementary 
intergovernmental arrangements should, if possible, be negotiated between the 
United Kingdom and Persia. Briefly, we should be prepared to give Persi 

(i) full transferability on the new basis (see my telegrams No. 245 and 246 
lof March 17: Unification of non-resident sterling] ); 

Gi) @ reasonable measure of convertibility (7.e., we should be prepared to 
provide dollars from the central reserves to meet those of her essential 
requirements which could not be met as readily or as cheaply from 
sterling sources}. 


2. This resembles the treatment which Persia received up to 1951 under the 
“Memorandum of Understanding,” though we should hope to secure that the 
criterion of what is essential under 1 (ii) would be more strictly observed than was 
always the case before 1951. ‘The Memorandum of Understanding also provided 
‘ guarantee in terms of gold of the value of Persia’s sterling holdings and this 
we should not (repeat not), be prepared to revive since 


( such guarantees are contrary to all our present policy in regard to sterling 

lances; 

(ii) there would doubtless be unfavourable repercussions in neighbouring 

oil-producing sterling area countries. 

3. Our hope is that Persia will be prepared to accept a new arrangement 
on these fines though her views may differ from ours on the size of her dollar 
entitlement. Our present intention is to explore the ground with the Persians as 
soon as the oil talks begin, and Serpell is standing by to come to Tehran for this 
purpose. We should be grateful for your early views on these proposals, both 
of policy and procedure. Please see my immediately following telegram. 


EP HIII/7 Q 
Eden to Sir Roger Stevens (Tehran) 


(No. 263. Secret) Foreign Office, 
(Telegraphic) March 20, 1954 

My immediately preceding telegram. 

Our thoughts on a payments settlement with Persia as summarised in my 
immediately preceding telegram were explained to Harley, United States Treasury 
representative in London, on March 19. He was told that this course appeared 
to us, after prolonged consideration, to be the most appropriate, having regard 
to Persia's requirements and our own need to minimise as far as possible any 
balance of payments disadvantages resulting from the return to Persia. To go 
further of to pursue a different course would be very difficult for us, but we should 
welcome any observations which the United States Government might wish to 
make at this stage. 

2, Other points on which emphasis was placed were: 

(a) Our concern lest Persia should appear to do better in the payments field 
than her neighbours. (This was particularly relevant to the questions 
of the gold guarantee and the provision for convertibility.) 

(6) Our intention to explore the ground thoroughly with the Persians before 
‘coming to any firm conclusion. : 

(e) The political importance of reaching a payments settlement with Persia 
which adequately protected our reserves. 
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eplied that, so far as he knew, the United States Government 
had no particular views on this matter at ‘this stage. He would expect 
that the United States Government would “go along with ” the proposals at any 
rate until they met an obstacle, when their attitud= would no doubt depend on 
the circumstances. He mentioned, however, that Henderson had expressed some 
goncern at the proposals for sterling payments by the Consortium. “The United 
States Emb: indon had replied that they understood that we were ready 
to give Pers sure of transferability, together with a certain measure 
of convertibility. son had then said that his concern was partially allayed. 
4. By his questions Harley also seemed to show that the Americans here 
have been thinking of a possible alternative under which the Consortium (or the 
United States members of it) would pay over to the Persian Government the 
amount of dollars which Her Majesty's Government were ready to furnish, Such 
a step might, it was suggested, avoid the difficulties which Henderson appeared 
to have in mind of obliging the Persian Government to come to Her Majesty's 
Government for almost its entire supply of dollars. The disadvantages to 
Her Majesty's Government of such a course as compared with our own proposals 
were pointed out to Harley. 
5, We understand that Harley is telegraphing Washington in order to be 
able fo give comments on our statement. He will be copying his message to 
Henderson, with whom you may therefore wish to discuss this matter in the light 


of this telegram and its predecessor, and also of the Treasury paper O,M.E. ($4) 9. 


EP 1111/8 te) 
Sir Roger Stevens to Mr. Eden, (Received March 22) 


(No. 220, Secret) Tehran, 
(Telegraphic) ‘March 22, 1954. 

Your telegrams Nos. 262 and 263; payments relations with Persia. 

O.M.E, (54) 9 did not reach me in last week's bag, and Henderson hus not yet 
had Harley's telegram, 1 have, however, discussed your proposals with him. The 
following takes account of, and where nécessary indicates, his views. 

2. Provided the schemes do not differ too drastically from the treatment 
under the memorandum of understanding, I do not. think, and neither does 
Henderson, that they should lead to any insurmountable difficulty. Indeed the 
Minister of Finance specifically told him two days ago that transferability and 
convertibility arrangements before 1951 were extremely favourable to Persia. 1 do 
not think demand for more strict observation of essentiality criteria would be 
regarded as unreasonable, as long as it is clear that it is the Persians and not we 
who are judge of what is essential, Any arrangement which involved referring 
to individual items would be rejected, I am not quite clear how dollar entitlement 
referred to in paragraph 3 of your telegram No. 262 would operate, but presumably 
only as a ceiling. “I think that the Persians may be reluctant to forgo exchange 
guarantee which was one of Ebtehaj’s successes, but the arguments against it are so 
powerful that I have no doubt they will accept an arrangement without it. 

3. Henderson's concern was largely set at rest by your telegram No, 262. 
He had not previously heard of the suggestion referred to in paragraph 4 of your 
telegram No, 263, realising what difficulties it might create for us, and said he 
certainly would not want to press it from here. He pointed out that Porsia has 
entered into a number of commitments with Germany, Japan and elsewhere, 
without seeing clearly where the foreign exchange is coming from, and that the 
Persians may well ask for the right to include these prior commitments among 
Persia's essential requirements. His view was that we should be well advised to 
grant this request. 

4, As regards procedure I consider, and Henderson agrees, that the moment 
to start payment agreement talks is after it has been made absolutely clear to the 
Persians by the oil companies’ representative, and if necessary himself and myself 
(not {o mention if possible the French), that Persian revenue from oil will be paid 
by the consortium in sterling and nothing but sterling. Once that has been 
established ! am sure that the sooner payment arrangements can be negotiated the 
better. would welcome Serpell at any time. 

5. See also my immediately following telegram. 
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BP 1111/25 (4) 
Sir Roger Stevens 1 Mr. Eden. (Received April 22) 


(No, 367. Confidential) Tehran, 
(Telegraphic) April 22, 1954. 

Payment Arrangements. 

Some progress was made at meeting to-day between Amini, {grps. undec! 
Samii and Serpell and Titchener. ‘The Persians developed at considerable length 
their needs on both political and economic grounds for gold guarantee. We gave 
& polite but firm refusal on similar grounds. Amini eventually suggested an 
arrangement under which Persia should receive right to sell sterling for dollars 
of an amount equal at least to 40 per cent,, (ie., a proportion equal to American 
share of Consortium) of Persia's total sterling receipts. After prolonged further 
discussion Amini’s [grp, undec. ? price] was reduced to the following. 


(a) Persia would have the right to sell sterling for dollars up to a figure nor 
exceeding 40 per cent. of Persia's sterling oil revenue. 

(b) Persia would use this facility only for the purchase of goods or services 
‘essential to Persia and would not make use of the facility for * potting 
up” dollars. 

(c) Persian Government would undertake to exercise all due economy in their 
use of dollars and would so instruct Bank Mell 

(a) there would be no trade discrimination on payment grounds against sterling 
area. 

(c) Persia would make use of her own dollar earnings before calling on sterling 
‘area reserves within bounds of (a) above. (Amini added, however, that 
he would expect these dollar earnings to fall off to some extent.) 


2. Both sides emphasised that an arrangement on this basis must be subject 
to further consideration and on our side reference back to London, The intention 
is that we and Bank Melli shall endeavour to set the position down in black and 
white with more precision, albeit always on a hypothetical basis. The procedure 
is all the more desirable since to-day’s conversation was conducted in French, 
though the more important points were clarified in English with Nasser. 

3. The following points are worthy of notice 

(i) Amini said that the Persian Government had perhaps been somewhat hasty 

in saying that sterling was “ unacceptable.” From the remainder of the 
conversution we gained the impression that the Persian Government is, 
fn fact, reconciled to the fea of payment by Consortium in sterling, 

ii) the discussion, though somewhat exhausting, was conducted in a very 
friendly atmosphere. - . 

Gil) We were able 10 make some play with the fact, of which Amini was 
‘apparently unaware, that previous Memorandum of Understanding had 
not been published. 4 ; 

(iv) as discussed to-day 40 per cent. “ ceiling ” would apply to sterling purchases 
‘of oil revenue and not to Persia's total sterling receipts from all sources, 
This should restrict the United Kingdom's maximum dollar liabilities 
to about $784 millions per annum by 1956.” On the other hand i not 
impossible that by “oll revenue” Persians will later say they wish to 
include sterling paid by Consortium for rials needed for local 
expenditure, We should naturally try to avoid this, but should be 
‘grateful for instructions on this point. 


4. Amini expressed the view that it would be some time before he would 
be ready to £0 {0 his colleagues in the Government with a proposition on these 
lines. Presumably, like ourselves, he does not wish to be finally committed on any 
particular aspect of the negotiations except as part of a convenient arrangement. 

5. We should be grateful for your early comment on the desirability of 
concluding in principle an agreement on the lines outlined in paragraph 1 above. 
Serpell’s letier of April 22 to Armstrong which left here by yesterday’s bg, seeks 
Sorhce on certain other points of importance in the draft and we should be grateful 
if comment on these {oo could follow as soon as possible, 
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(No. 399. Confidential) Foreign Office, 
(Telegraphic) April 24, 1954. 

Your telegram No. 367 (of April 2: Payments Arrangements}. 

You have obviously made excellent progress: The following are our 
preliminary reactions. Final views must be reserved until we see the text referred 
to in your paragraph 2, 

2 
satisfactory from 
convertibility fi : 
unpublished exchange of letters, and that what is published whether in the formal 
agreement or otherwise) should merely be a statement to the effect that Persia 
would have facilities for converting sterling into dollars for the purchase of essential 

‘oods or services. Publishing the details might create the impression in Persia 
that the Persian Government had got something less than they might have had and 
thus lead to pressure upon us to increase the percentage. It might also lead to 
repercussions in other neighbouring countries, which do not convert as much as 
40 per cent. of their sterling oil revenues. 

3. Your paragraph 3 (iv), We agree that you should try to limit conversions 
to 40 per cent. of the sterling paid to the Persian Government by the Consortium, 
ie, excluding the sterling proceeds of rials purchased by the Consortium for local 
expenditure; but we should not wish to make this a breaking point if the Persians 
insisted on it and the arrangements were otherwise satisfactory. 

4. Serpell’s letter of April 21 just received. Comments will be telegraphed as 
soon as pessible. 





EP 1111/28 No. 66 
“HEADS OF AGREEMENT” 
i) 
(Arrangement between Persia and the United Kingdom on the Payments Question) 
Sir Roger Stevens to Mr. Eden. (Received April 26) 


(No. 386. Confidential) Tehran, 
(Telegraphic) April 26, 1954. 
My immediately following telegrams give text of a letter and enclosure which, 


if you agree, Serpell proposes to send to Nasser. 
Grateful for your very early comments. 


EP {111/29 a) 
‘Sir Roger Stevens to Mr. Eden. (Received April 26) 


(No, 387. Confidential) Tehran, 
(Telegraphic) Apri 26, 1954, 
My immediately preceding telegram 
Text of covering letter is as follows: — 

_ AL the conclusion of our meeting on the payments question on April 22, at 
which His Excellency the Prime Minister, Dr. Amini, was present, 1 undertook to 
draft in the light of discussions, the “ Heads of Agreement” of an arrangement 
between Iran and the United ‘Kingdom on the payments questions. In our 
discussions we assumed that, following an agreement between the Iranian 
Government and the proposed international consortium of oil companies, the 
Tranian Government would recive in sterling its revenues from the sale of Iranian 
oil. 

The draft “Heads of Agreement” should, it was agreed, be regarded as 
provisional and confidential. . 
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The * Heads of Government " which I have now drafted on the {group undec. 
? basis| described above, are set out in the enclosure to this letter. 1 should be 
very grateful to know whether, in the view of Dr. Amini and yourselves, they would 
form the basis of a satisfactory understanding on payment. Mr. Titchener and ! 
will of course be glad to discuss this draft with yout should you wish. 

If the draft " Heads of Agreement ” are satisfactory, 1 would then propose to 
prepare more formal document which could be exchanged in due course between 
the Government of Iran and the United Kingdom or Bank Melli, Iran, and the 
Bank of England. The final signature would, no doubt, take place when an 
agreement on the lines indicated in paragraph 1 of this letter has been signed 
between Iran and the international consortium. 

We should be grateful to know your views on the sort of formal document 
which would be required. During one of our earlier conversations it was suggested 
that a suitable arrangement might be a published intergovernmental payments 

ment in general terms, with an unpublished exchange of letters between the 
Central Banks, setting out in detail the * Convertibilty: Formula ” (paragraph 4 
“Heads of Agreement"), An unpublished exchange of letters might also be a 
suitable way of dealing with the winding up of any residual guarantee, on the 
remainder of the sterling balance held by Bank Melli on November 20, 19S1 
(paragraph 7 of “Heads of Agreement). The understandings mentioned in 
paragraphs 5, 6 and 8 of “ Heading of Agreement” might similarly be dealt with 
fh unpublished exchange leters between the Governments of Iran and the United 
Kingdom, 


EP 1111/30 3) 
Sir Roger Stevens to Mr, Eden. (Received April 26) 


(No, 388. Confidential Tehran, 
(Telegraphic) April 26, 1954. 
Reference my previous telegram, 
Following is text of enclosure -— 
Confidential Draft: — 
* Heads of Agreement.” 

All transactions between Iran and the Sterling Area shall normally be settled 
in sterling, ! 

2. Tran will maintain appropriate cross-rate between sterling and United 
States dollars, 

3. United Kingdom will take necessary steps to give Iran full “ transferable 
account " facilities, including transfer of sums from registered accounts to accounts 
‘of persons resident in Iran, 

4. United Kingdom will take the necessary steps for Iran to be able, in each 
welts months peed, to sell sterling for dollars up te a igure not exceeding 40 pet 
‘cent, of the (otal revenues received in sterling during that period by the Iranian 
Government from sale of Iranian oil 

5. Iran will use facilities under paragraph 4 above only for the purpose of 
‘200ds or services essential to Iranian economy. 

. steps will be taken by Iran for use of Iran's own carning’s 
of deiiar irom othes sottees before calling on tactics made available by the 
United Kingdom under paragraph 4 above. z tr, 

k mwarantee of any part of Iran's sterling balances which may still exist 
eed ee Fat the Memorandum of Understanding of October 3, 1950, and 
‘Article 8 of the Financial Agreement of May 26, 1942, will be terminated 

8, Tran will not discriminate on payment grounds against goods or services 
originating in the sterling area. 

9, The foregoing arrangements will be reviewed annually unless the two 
Governments decide otherwise 
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EP 1111/32 4) 
‘Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 425. Confidential) Foreign Office. 
May 1, 1954 
Your telegrams Nos. 386, 387, 388 fof April 26] and No, 392 lof April 27° Draft 
Heads of Agreement}. 
My immediately following telegram gives our detailed comments on the points 
to be made in the draft Heads of Agreement, Below are our general views on the 
form of the Agreement and its scope. 


2. We do not wish to press for the financial understanding to take the form 


of a Payments Agreement on the present model. In particular we think that to 
write in anything on the lines of your draft Article 2 (dealing with the cross-rate) 
would not be appropriate in present circumstances; we should prefer to rest on the 
formal position of Persia's obligations as a member of the LM.F. 

3. Our preference on the whole is for the main agreement to take the form 
of a published Exchange of Letters between Governments, though if the Persians 
want a formal intergovernmental financial agreement we should not object. 

4. We realise that the Persians will want to have something published about 
their convertibility facilities and we should see no objection to the inclusion in the 
published documents of your Articles 6 and 8. together with a general statement 

ased on your Articles 4 and 5, but omitting the percentage (see my immediately 
following telegram). We still attach great importance to the non-publication of 
the percentage and think it possible that if everything else were published Amini 
might be content for this to be in assret Exchange of Letters, Bute may insist 
on publication, and there is always the danger of leakage. Subject to your views, 
it seems better to drop the percentage idea altogether, since it appears that by the 
time oil production reaches its peak Persia’s likely dollar drawings would probably 
not exceed 40 per cent, anyway. 

5. Your telegram No. 392 makes clear that the problem of the * residual 
guarantee ” is likely to be a major point of friction, both in the present financial 
discussions and in the future, for unless it is wound up there will always remain 
this pocket of disputed sterling at the bottom of the barrel. We think it important 
fot to give Nasser any grounds for thinking that Her Majesty's Government are 
trying to back out of their obligations, and we suggest that the best plan is to 
attempt to settle the “ residual guarantee” point once sind for all as soon as possible. 
It would seem from your telegram No. 392 that we shall only succeed in doing this 
with Persian consent by making 1 fairly generous offer, and it will be necessary to 
consult Ministers on this. In the meantime, therefore, you should say no more 
to the Persians about the “ residual guarantee” than that you have referred the 
question to London. 

6. The above will, of course, involve a considerable revision of the cove 
letter to Nasser. We leave this (0 you. 


EP 1111/32 (3) 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 426, Confidential) Foreign Office, 
(Telegraphic) May 1, 1954. 

My immediately preceding telegram lof May 1. Draft Heads of Agreement 

Following are detailed comments on Heads of Agreement 

Your Article 1—Satistactory. 

Your Article 2—For reasons given in my telegram under reference this should 
be deleted. 

Your Article 3—Insert “rights of” after “ including”. 

Your Articles 4 and 5—These should be combined in a single Article, the 
reference to a limitation to 40 per cent. being deleted. Form of words we should 
like is:— 

“United Kingdom will take necessary steps to enable sterling on the 

Transferable Account(s) of the Bank Melli, Iran, to be transferred to Canadian 
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or American Accounts in respect of current transactions between Persia and 

the countries to which Canadien or American Accounts apply, on 

understanding that Iran will ask for such transfers only for goods or services 

which cannot be obtained on equivalent terms elsewhere.” 

Your Article 6—Satisfactory. 

Your Article 7—This should be deleted. 

Your Articles 8 and 9—Satisfactory. 

2. In Serpell’s letter to Armstrong of April 21 advice was sought on text 
to be used in Article 3, This follows by bag. 





EP }111/34 No. 67 


PROBLEM OF RESIDUAL GUARANTEE 
‘Sir Roger Stevens to Mr. Eden. (Received May 3) 


(No. 431. Secret) Tehran, 
(Telegraphic) ‘May 3, 1954. 
425; Payments. 

Mw catreen 3. Seipell saw Nasser to-day but regret that he was unable 
to make any headway on cancellation of residual guarantee. Nasser clearly, 
however, said he did not (repeat not) feel this need to be a matter of any political 
difficulty, In his view Her Majesty's Government and the Bank of England should 
Keep their word, either by continuing the guarantee as at present (in which case 
little more need be said) or alternatively by consolidating the outstanding amount 
guaranteed with the total referred to in paragraph 2 of your Camer 4 of April 28 


2. After further discussion, Nasser stid he accepted that the amousit 
ais should be the smallest amount held in Persia's sterling balance since the 
expiration, of the Memorandum of Understanding in November 1951. This is 
fan improvement on his previous position, but he still claims that the amount 
guaranteed should include Persian holdings of other sterling area currency 

not feel the possibility discussed in the penultimate sentence 
of eee pany Telegram under reference is likely to be a starter, but he did 
not of course try out the idea at this meeting. His personal view is that the first 
Of Nassor's two suggested alternitives quoted in my paragraph 1 above is the 
fight one to adopt, and I agree 





EP (111/340 No, 68 
PAYMENTS AGREEMENT-AMERICAN INTEREST 
Ww 
‘Sir Roger Stevens to Mr. Eden. (Received May 6) 


(No, 451, Confidential) Tehran, 


(Telegraphic) May 6, 1954. 
legrams Nos. 425 and 431 b 
pl rdees developing American interest in United Kingdom-Persin 
yments arrangement, apparently with a view to protection of United States 
Business generally. To be on the safe side J think the sooner we can put our 
written proposals to the Persians the better. I should be most grateful, therefore, 
if you would expedite replies to my telegrams under reference so that this may be 
done on Saturday, May 8. 
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EP 1111/34 2 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 447. Confidential) Foreign Office, 
(Telegraphic) May 8, 1954, 

Your telegrams Nos. 425, 431, 433 and 451 {payments} 

We agree (see paragraph’ 2(i) of your telegram No. 425) that Iraq may well 
be tempted by the generous treatment of Persia to follow Iversen’s advice and 
seck similar terms. But we think that this danger exists with or without the 
40 per cent. limit. That after all represents more than twice Irag’s current dollar 
drawings and such a limitation would searcely discourage her from leaving the 
sterling area if she decided that there were advantages in that course 


2. We also take the point in paragraph 3 of your telegram No. 433 about 


difficulties in the first two years. But we think that in view of the low level of 
Persia's total oi income in'the early stages she may well argue that 40 per cent. 
will not meet her minimum dollar néeds. In that case we might be driven to grant 
temporarily a higher percentage and this might then be quoted as a precedent. 
On the other hand, if there were no overriding percentage limit, any concessions 
we might make in the first two years would probably not commit us thereafter to 
anything more than meeting Persia's minimum needs. 


3. Our apprehensions about the use of the 40 per cent. formula are threefold 
First, despite the apparent change of front on Amini's part, the Persians may well 
be driven to defend their agreement with us by quoting their right to draw 
40 per cent. dollars. Second, even if Amini were not publicly to use the figure, 
there remains the probability of a leakage. Third, once the 40 per cent. figure 
is agreed it will come to be treated as a minimum instead of a maximum figure, 
If, as is very possible, it became Known, all the Middle East oil countries would 
come to look on their’ oil as 40 per cent. * dollar worthy,” and take steps fo secure 
the same formula. 

4. We realise the difficulties of dropping the formula now. We should not 
wish it to. be represented as a concession (paragraph 2 (ii) of your telegram 425), 
since we do not want to give Amini the impression that we contemplate that he 
will in fact need to go above 40 per cent., at any rate when oil production has 
reached the full figure. Nevertheless we should strongly prefer you to take every 
‘opportunity that offers to drop the formula. If however it cannot be dropped, 
we will accept it provided it is relegated to a confidential exchange of * letters of 
intention " between Governments placing on record an understanding that Persia 
will not normally require to transfer to American Account more than 40 per cent. 
of her annual accruals of sterling, and that she will not make transfers in excess 
of this figure without prior consultation, 


5. We will telegraph shortly on the residual guarantee. 


EP 1111/38 No. 69 
HEADS OF AGREEMENT 
a 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 456. Confidential) Foreign Office. 
(Telegraphic) ‘May 10, 1954. 

Your telegrams Nos. 464, 465 and 466 [Payments]. . 

We have reviewed the whole matter of the convertibility ceiling and, in the 
light of your strong recommendation und in particular your view that its existence 
can be Rept secret, we agree that it should be retail 

2. You may now therefore put to the Persians the “heads of agreement 
set out in your telegram No. 388, as amended by our telegram No. 426, with the 
addition, in the Article suggested in our telegram to take the place of your 
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Articles 4-and 5, of the following words to be inserted after the word * services ™ 
““which are essential to the Iranian economy and 

3, In presenting this draft to the Persians you should stress our requirement 
that the 40 per cent. ceiling should be kept completely secret and suggest that it 
be embodied in an Exchange of Letters between the two Banks, in which it is put 
on record that it is not the Persians’ intention to use their facilities for converting 
sterling into dollars in excess of 40 per cent. of their annual sterling revenues from 
the sale of Iranian oil. (We agree that the formula in paragraph 4 of our 
telegram No. 447 was too loosely worded in its references to annual accruals of 
sterling.) 

4, The answer to the point raised in your telegram No. 466 is that the 
expression " asking for” is used in the same sense as in the former Memorandum 
of Understanding and does not imply processing of each application. 


5. We have also reconsidered es gots of the residual guarantee in the 
light’ of paragraph 3 of your telegram No, 431, and have decided that the best 
course will be to continue the outstanding guarantee on the lines you advise, 
You inform Nasser of this, making it clear that we were at no time thinking 
of repudiating the intee unilaterally, You should suggest that the two banks 
should determine the amount involved and record their agreement in an Exchange 
of Letters. 


EP 111/39 
‘Sir Roger Stevens to Mr. Eden. (Received May 11) 


(No. 475. Confidential) Tehran, 
(Telegraphic) May 11, 1954. 
Your telegram No. 456. 
Tam most grateful for your telegram under reference. The draft “ Heads of 
Agreement,” amended as instructed In your paragraph 2, were handed to Nasser 


by Serpell and Titchener this morning with a confidential covering letter, text which 
is by next bag. 

2. Nasser said that he hud heard from Amini that the latter was prepared 
to (eat the 40 per cent. figure as [group undecypherable ? arbitrary) He 
‘enquired: — 

(a) Whether we would be 
of the 40 percent, even i the dollars were not required for current purchases. To 


to grant convertibility up to the full value 


this we replied firmly in the negative, reminding him of the course of our previous 
discussions, during Which our attitude on this point had been made quite clear 
{please see paragraph 1, sub-paragraph (b) of my telegram No. 367 of April 22) 

() Whether paragraph 4 of the draft “Heads of Agreement” (as now 
amended) meant that Persia must totally exhaust her present holdings of dollars 
before calling on the United Kingdom for any measure of convertibility 


We said that, while the text was clear in the affirmative, we would note the 
enquiry (please seé also my paragraph 3 below). Nasser said that while he thought 
some further discussions might be necessary, he himself did not object to our 
proposals, Serpell then gave the explanations in paragraphs 4 and 5 of your 
telegram under reference. On latter point Nasser said that he had had some 
discussions with Amini who had endorsed remarks reported in first sentence of 
iaragraph 2 of my telegram No. 431, He raised no objection to the proposal for 
nical study by the Central Banks of amount involved, and we should expect 

im to confirm this letter. 


3._As regards my paragraph 2 (b) above, we should be grateful for your early 
instructions in case Persians should revert to the matter. Nasser said to-day that 
he had about U.S.$30 millions available for expenditure if required. On basis of 
present expectations for oil revenues it would seem likely that these will be heavily 
drawn upon during the next two years, in addition to such dollars as may become 
available from other sources, including ourselves under any new agreement. One 
Question, however, which may presumably be put to us is whether we would insist 
‘on the entire $30 millions disposed of before allowing any measure of 
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A negative reply might help to clinch matters and, possibly, to 
avoid American criticism. 


4. Please pass advance copy of this and my two immediately following 
telegrams to Armstrong, Treasury. 


EP 1111/40 B) 
Sir Roger Stevens to Mr, Eden, (Received May 11) 


(No. 476, Confidential) Tehran, 
(Telegraphic) May 11, 1954, 

‘My immediately preceding telegram 

Following is text of Serpell’s letter to Nasser of May 11. 

AL the conclusion of our meeting on payments question on April 22, at which 
his Excellency the Minister of Finance Dr. Amini was present, I undertook to draft 
in the light of the discussion and after reference to my Government, the ” Heads of 
Agreement " of an arrangement between Iran and the United Kingdom on payments 

uestions. In our discussion it was assumed that following on agreement between 
the Iranian Government and the proposed international consortium of oil 
companies, the Iranian Government would receive in sterling its revenue from the 
sale of Iranian oi 


2. The draft “ Heads of Agreement,” which my Government suggests should 
serve as basis of a published exchange of letters between Governments, are 
Set out in enclosure to this letter. 


3. In addition, my Government propose that there should be an unpublished 
confidential exchange of letters between Bank Melli, Iran, and Bank of England, 
in which is recorded the outcome of other principal matters under discussion 
between us, ie., Iran's intention not to use facilities proposed in paragraph 3 of 
draft Heads of Agreement " for converting sterling into dollars in excess © 
cent. of Iran's annual sterling revenue from the sale of Iranian oil. In view of its 
exceptional nature and for reasons which I have explained on other occasions sny 
Government must ask that the confidential character of this arrangement shall be 
strictly observed. 

4, 1 should be grateful if you could confirm that the foregoing arrangement 
would form basis of a satisfactory understanding on payments between Iran and 
United Kingdom. We shall, of course, be happy ta discuss them with you should 
you wish. If the proposed arangements are satisfactory 1 would then pro 
preparing more formal documents which could be exchanged in due course, Final 
signatures no doubt taking place when an agreement on the lines contained in 
paragraph 1 of this letter has been signed between Iran and the Consortium. In the 
meantime the proposed arrangements should be regarded as provisional and 
confidential. 


EP i/4l @) 
Sir Roger Stevens to Mr. Eden. (Received May 12) 


(No. 477. Confidential) Tehran, 
(Telegraphic) May 11, 1934. 
Your telegram No. 456: Payment. 
Your telegram under reference does not deal with the question how far we 
should reveal 
(a) progress, 
(4) outcome, 
‘of payment negotiations to the American and other parties concerned. (In addition 
to United States Embassy, Netherlands Minister has latterly been making enquiries.) 


2, To some extent the answer may depend on degree of pressure to which we 
are subjected from other parties concerned. 1 should still prefer to reach agreement 
in principle with the Persians before describing the outcome to anyone. At that 
stage, however, I would propose telling all concerned that we have reached 
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agreement in principle and that the Persians were satisfied with the fairness of the 
arrangement. The United States Embassy, however, may claim that they have 
a special interest, as much United States currency is affected. 1 should be grateful 
to know whether you would think it appropriate to tell them full details of 
convertibility arrangement including 40 per cent. if 

(a) Persians agreed, 

(6) it were understood in advance that information would be treated as 

secret 
3. [should be grateful also for your views on reply to possible questions from 

other interested parties as to whether there existed any limit to Persia’s convertibility 
other than that contained in the published exchange of letters. Perhaps the best 
course might be to say that there was an informal understanding between the 
Central Banks, which was acceptable to both sides, but which must remain 
confidential, 


EP 1111/39 io) 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 475. Confidential) Foreign Office. 
(Telegraphic) May 13, 1954. 

Your telegram No, 475 (May 11; Payments} 

We are glad to note Nasser's general reaction and approve your attitude us 
reported in paragraph 2 (a). 

2. On your paragraph 2 (h) we think it would be unreasonable to insist that 
Persia's present holdings of dollars (particularly in view of their source) should be 
completely exhausted before she uses the conversion facilities we are offering. We 
are of course anxious that Persia should not be enabled to store up dollars, but we 
recognise her need to have some working balance in dollars and doubt whether it 
Will be feasible to have any precise rules, 

3. Your telegram No. 477. While it would clearly be better to reach 
agreement in principle with the Persians before disclosing anything further to the 
‘Americans, we think you should not withhold information to the extent of 
prejudicing your relations with them. When you do speak, you should tell them 
of the arrangements in full, including the secret understanding, with the reasons for 
secrecy, and a request to keep it secret. If asked, you should take the same line 
with other interested parties, eg... representatives of the French and Dutch 
Governments and the Consortium delegation, 

4. This sees 19 us the only way of getting an obligation of secrecy accepted 
by the interested parties who have some right to know what arrangements we have 
made and means of finding out if we do not tell them. We could not expect to 
shelter behind a reference to a confidential exchange between Central Banks. 


5. Pleuse lot us know what you say and to whom, so that we can take parallel 
tion here. 


EP 1111/48 No. 70 
PAYMENTS AGREEMENT—AMERICAN INTEREST 


w 
Sir Roger Stevens to Mr. Elen, (Received May 21) 


(No. $36. Confidential) Tehran, 
(elegraphic) May 21, 1954. 

My immediately preceding telegram. 

Last night I took Serpell and Titchener, to explain the position reached in the 
payment negotiations, to Henderson who is leaving Tehran to-lay. His reactions 
were favourable. He promised to insist when reporting to Washington on the need 
to observe secrecy on our combined formula (of which he had heard something 
from London, ‘This was the first we knew of such a revelation there). 
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_ 2. Subject to your views, I should hope to avoid acting further on instructions 
in paragraph 3 of your telegram No. 475 until you have discussed the matter with 
Serpell in London. 


3. Please pass advance copy to Armstrong, Treasury. 


EP 1111/48 @) 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 567, Confidential) Foreign Office, 
(Telegraphic) Te 1984 

Your telegram No. 536, paragraph 2. Payments. 

We have reconsidered the instructions in paragraphs 2 and 3 of my telegram 
No, 475 [May 13]. When correspondence with the Persians about the revised 
Heads of Agreement has been completed you should volunteer to your Dutch and 
French colleagues and perhaps also to the Consortium negotiators (see paragraph 3 
below) that satisfactory payments arrangements have been agreed in principle with 
Persians, including full membership of the transferable account area and adequate 
facilities for transier of sterling to American and Canadian account, If necessary, 
and if Persians agree, we would see no objection to revelation of text of inter- 
governmental Heads of Agreement, 

2. We should hope that this would suffice, but should you be asked the 

wuestion forecast in paragraph 3 of your telegram No, 477 you should reply that 
the actual operation of the “ convertibility clause” must necessarily be on an 
informal and confidential basis on lines agreeable to the Persians and ourselves. 
Detailed arrangements (which would not however include day-to-day control by us) 
would be left to the Central Banks. We hope you will be able to persuade Persians 
to take the same line. 

3. Action on the lines suggested above with Dutch and French should 
preferably be taken, in the first instance, in Persia but We may have to follow 
here. Please continue to keep us informed therefore of what you do. Action with 
Consortium may perhaps best be taken here in course of any discussions we have 
with negotiators, and we shall likewise keep you informed. 


EP 1111/48 GB) 


Mr, Eden to Sir Roger Stevens (Tehran) 


(No. 579. Confidential) Foreign Office, 
(Telegraphic) june 16, 1954. 

My telegram No. 567 {Payments} paragraph 3. 

We told the Consortium representatives yesterday that satisfactory payments 
arrangements had been agreed in principle with the Persians, on the assumption 
that the Consortium payments to Persia would be made in sterling. We explained 
that the Persians would be given full transferability and an agreed measure of 
convertibility (see paragraph | of my telegram under reference), We did not intend 
to exercise day-to-day control over Persian transfers to American and Canadian 
account. 


EP 1111/55 @) 
Sir Roger Makins to Mr. Eden. (Received June 19) 


(No. 281S. Confidential) Washington, “ 
June 17, 1954. 

Your telegram No, $67 to Tehran. 

Randolph Burgess asked me to go and see him yesterday. Overby and 
Glendinning, Hayden Raynor and Corbett of the State Department were also 
present on their side. I had Rickett and Hall-Patch with me. Burgess said that 
George Humphrey unfortunately had another engagement, but had asked him to 
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put the foliowing point to me. They had had reports about the proposed sterling 
payments agreement with Iran. They understood that not only was iran’s right to 
Convert sterling into dollars limited to 40 per cent. of her sterling receipts but that 
also she could make such transfers only for purchases which could not be mace 
within the sterling area. In particular, she would not have the right to convert 
sterling for the service of dollar debt. Mr. Humphrey was much disturbed at this 
proposal. Coming on top of the limitation to 40 per cent. of Iran's sterling it 
seemed to him to be altogether too restricted and to discriminate too heavily against, 
dollar payments. 


2, I said that I did not know the details of the proposed payments agreement 
though I was aware of its general provisions from telegrams which had been 
repeated to me here, I recalled the history of the Memorandum of Understanding, 
cancelled in November, 1951 and said that as 1 understood it under the proposed 
new arrangements the Tranian Government would receive in sterling its revenue 
from the sale of oil once agreement had been reached with the Consortium. This 
sterling would be available for use not merely in the sterling area but in any country 
of the recently unified * Transferable Account Area.” There was, however, to be 
limit on the right of Iran to convert sterling into dollars since it would be stipulated 
that they should not ask for such transfers except for goods or services which could 
not be obtained on equivalent terms elsewhere. There was also the limit of 40 per 
cent. of their sterling receipts to which Burgess had referred. 1 said that I did not 
know what the position would be about the service of dollar debt. I explained the 
reasons for which we felt bound to impose these limitations and pointed out that 
in spite of them the extra dollar burden which we should assume as a result of the 
‘agreement might be of the order of $40 millions a year. We had also to consider the 
‘effect of any arrangements which we made with Iran on other Middle Eastern oil- 
producing countries, particularly Iraq. 

3, Burgess said that he understood that we did not propose that each 
application by the Iranians to convert sterling into dollars would have to be 
screened by the Bank of England but that some periodic “ post audit ” would take 
place. It was possible also that the trade pattern might be such that in fact no large 
‘Amounts of sterling would be converted into dollars, This being so, they wondered 
whether the proposed restriction to essential dollar purchases might not prove to be 
largely formal, If this was so, it scemed a pity to include in the agreement a 

rovision which on the face of it would appear so discriminatory against United 
tates interests. American oil companies were, after all, investing substantial 
amounts of capital in this proposed new venture. 


4. L said in reply that I did not think it could be assumed that because there 
‘was to be no screening of each individual transaction the restriction would therefore 
be purely formal, The Iranians would be under a definite obligation and we should 
no doubt consult from time to time in order to ensure that it was being carried out, 
I realised the part which the American oi! companies were playing in the 
Consortium, but we for our part had had to take many unpalatable decisions in 
the course of these negotiations in the interests of restoring political and ecogomic 
stability in Iran. 1 concluded by saying that I understood that the United States 
‘Administration were concerned at the limitation of Iran’s right to convert sterling 
{nto dollars to transfers in respect of goods and services which could not be obtained 
‘on equivalent terms elsewhere, and that they would feel strongly if interest and 
reasonable amortisation of dollar debt were excluded. 1 undertook to report these 
views to you without delay and to ask for your comments on them 


5. [learn that the strength of these representations derives from the strong 
feelings expressed by George Humphrey when he received information about the 
agreement presumably through the United States Embassy at Tehran. It is possible 
that some members of the Consortium have been at him, and of course this links 
up with the general attitude now being adopted by the Administration on the 
question of discrimination. 
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EP 111/55 (5) 
Mr, Eden to Sir Roger Stevens (Tehran) 


(No. 596. Secret) Foreign Office, 
(Telegraphic) Tune 21, 1954. 

Washington telegram No. 281 Saving of June 17. 

Xr seems that the United States Government object chiefly to ~essentility 
clause” and to our reported refusal to allow Persia dollars for servic of loans. As 
you know, the latter su only been raised with us indi 
Toda tact no decision has yet been feached here, nnn stant i the Persians 


2. The American complaint pays no regard to the benefits the Unit 
members ofthe Consortium of being able (o sell ther oil for sterling, We Grane 
into this with the United States Embassy here. In the meantime please do what you 
can to keep knowledge of the complaint from the Persians and the Consortium. 
For your information, the United States Treasury representative here says that the 
United States Secretary of the Treasury has been mainly influenced by telegrams 
from Tehran sent after May 21. We should be grateful therefore to have any 
information you can give us about the attitude of the United States Embassy. 


3. We will comment further as soon as possible. 


EP I1L/S5 (6) 
Mr. Eden to Sir Roger Makins (Washington) 


(No. 2907, Confidential) For 
(Telegraphic) na hin 22 1954. 

Your telegram No. 281 Saving of June 17. 

The Treasury yesterday discussed your yam under reference with United 
States Treasury representative in London and United States Oil Attaché. After 
some talk about genesis of American complaint (sce my immediatel following 
telegram) Treasury gave an account of our relations with United States Government 
Up to the present on this subject, emphasising in particular that: — 


(a) The broad lines on which we proposed to negotiate with the Persia 
propo ns had 
been described to the United States Treasury representative here (on 
‘our initiative) before Serpell’s departure for Tehran, He had replied 
that while he had no formal comments to make, we need not expect any 
__ difficulty from the United States Government, 
(b) Soon after his, arrival in Tehran Serpell, again on his own initiative, had 
made a silar explanation to the Untied Sates Embassy, who had been 
ven an Opportunity of offering views on the measure of cé sili 
: which should be given to Persia's sterling, aan ad 
(o) During the negotiations, we in London had k J 
ring the nepot jon had Kept the United States Embassy 
(d) An early copy of the “ heads of agreement” had been given to th Jr 
States Treasury representative on May’ 20 Lemp eoes 
(e) A fall explanation of our arrangements snd the reason for them hid been 
given on 21 to United States Ambassadi ehra 
op Taceations had been favourable ee cea teen meer 
(P There had, nevertheless, been no (repeat no) indication from any soure: 
until now that the United States Government were in any Way Uahappy 
about the payments arrangements. These have now been agreed in 
principle with the Persians and, quite apart from any question of merits, 
we must clearly be most reluctant to make any alterations of substance. 


The United States representatives seemed c ji 
show that unfair limitations were being imposed ‘on Pers s mening We 
replied that, as we had told the United States representatives in Tehran, the Persians 
themselves had more than once described the arrangements as fair and just. As 
regards the question of the service of dollar loans, the Persians had raised this only 
indirectly with us. No final decision had in fact yet been reached here. 
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3. The United States representatives then concentrated on the difficulties such 
an agreement would have for the United States Government when published, 
having regard to the very large amount of dollar assistance which had been given 
to Persia during the last 3} years while the United States were “ pulling Britain's 
chestnuts out of the fire.” ‘(The United States representatives were unable, on 
enquiry, to say what proportion of this dollar aid had been available for spending 
for * offshore purchases.”) They also suggested thal the expected increase in our 
dollar burden 8 a result ofthe return to Persia was imaginary. or would be much 
smaller than we expected. They were unable to sustain this argument when the 
matter was discussed in any detail. We for our part pointed out at some length 
the benefits to United States members of the Consortiam of being able to trade in 
sterling, 

4. As regards the “discriminatory ” character of Article 3 of the " heads of 
agreement,” we stressed that this (a) did no more than record the practice of most 
Sterling Area countries at the present time; (b) repeated the wording of the pre-1951 
Memorandum of Understanding (though that document had not been published). 
It would have been impossible for us to justify to neighbouring oil-producing 
countries in the Sterling Area un arrangement under which Persia received more 
favourable treatment than they. They would more probably expect the reverse. 

$. United States Treasury representative (who had been in Washington during 
preparation of United States Government's complain did not give a firm reply to 
the query whether United States Government were objecting more to the 
publication of Article 3 rather than to its substance 

6, United States Treasury representative to-day (June 22) telephoned to say 
that he and his colleague would not be reporting this interview. He had, however, 
no objection to our doing so, 

7. We are sending by bag the revised copy of the heads of agreement which 
we handed to the American representatives to-day, together with the revised draft 
exchange of letters between central banks (of which the United States 
representatives have not so far been given a copy). We are considering the points 


raised in your Saving telegram under reference and will send you instructions as 
soon as possible, 
8, See my immediately following telegram. 


EP 1111/55 m 
Mr. Eden to Sir Roger Makins (Washington) 


(No, 2908, Confidential) Foreign Office. 
(Telegraphic) June 22, 1954. 
fyi mediately preceding telegr: 
immedia ing telegram. 
Daring the talk to which my telegram under reference refers United States 
representatives laid much stress on the effect which had been produced in 
/ashington by telegrams from Tehran, particularly those folowing the interview on 
May 21 (referred to in Tehran telegram No. 536 to me). Serpell expressed 
astonishment at this. 


2. To-day United States Treasury representative telephoned twice, first to 
suagest chat in any reply to Washington we should not dwell on the views said to 
have been expressed by Tehran, and later to say that, in view of our surprise at 
Tehran's reported attitude he had te-examined the telegrams sent from United 
States Embassy, Tehran, after May 21. Except on one matter, now satisfactorily 
cleared up (the’ degree Of control to be exercised by us over Iran's transfers to 
‘American account) these telegrams bore out our view of United States Embassy's 


‘actions to our explanations of the payments arrangements, 

3. In the context of other remarks by United States Treasury representative. 
all this leads us to assume that it may well have been Hoover who (having left 
Tehran before the completion of our payments talks with Amini) has been 
responsible for the present American complaint. 
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EP i111/55 ®) 
‘Mr. Eden to Sir Roger Makins (Washington) 


(No. 2925. Confidentialy Foreign Office, 
(Telegraphic) June 23, 1954. 

Your telegram No. 281 Saving of June 17. Persia. 

We feel the greatest concern at the development reported in your telegram 
under reference, which we believe springs from a genuine, though needless, 
misunderstanding, As you will see from paragraph 1 of my telegram 2907 (June 22) 
we have, from the outset of the negotiations, explained our intentions on the 

side and indeed have taken the initiative in doing so, At no time has 

y suggestion that we were proceeding on lines likely to be objected 

to by the United States Government, The only period during which some 

impatience has been expressed was in Tehran when we were in full negotiation with 

the Persians and when we ourselves were uncertain of the outcome. As soon as 

‘we had reached even an oral understanding in principle with the Persians a clear 

account was given to the United States Ambassador at Tehran who gave it his 
approbation, 

2. Since that date we have been exchanging documents with the Persians and 
have discussed with the Consortium, representatives of the United States Embassy 
in London being present, the bases’ on which we agreed to the use of sterling in 
connection with the operations of the Consortium, Meanwhile, as it appears from 
Tehran telegram No. 643 of June 22, detailed enquiries have been made of the 
Persians, without any word to our own representatives, on matters directly affecting 
uus and which we should have been glad to explain and discuss. It is only now, after 
agreement has been reached on practically all oustanding pots and after the 
Consortium negotiators have returned to Persia, that these representations have 
been received. 

3. We must emphasise that :— 

(a) the United States members of the Consortium have made it quite clear that 
unless they are permitted to sell Persian oil for sterling they would not 
be able to take part in the proposed operation on anything. like a scale 
sufficient to satisfy Persia, if at all; 

(b) we have therefore a substantial dollar bill to meet in respect not only of 
Persia’s dollar requirements, but those of the United States oil 

ies. The net additional dollar cost to us, after taking account of 
any dollar savings resulting from the resumption of operations in Persia, 
is expected to be in the neighbourhood of £15 millions in the first full 
year rising to £20 millions in the third year. 


4. We must also emphasise that it would be impossible for us to justify to 
other ‘oil-producing countries in the Sterling, Area any arrangement under which 
Persia, only a fraction of whose oil can be sold for dollars, received more favourable 
treatment than they. The arrangements devised for and agreed with Persia are in 
‘our view fair, and indeed sufficiently generous for us to feel qualms about reactions 
elsewhere. Our expectation, and we believe Persia's is that inter alia they will fully 
cover all Persia’s reasonable dollar requirements, 


5. As regards Persia's right to convert sterling for the service of dollar debt 
the United States Government have been misinformed. In fact this matter has only 
been raised with us by the Persians in un indirect way and has acver been explicitly 
discussed (though we expect to have to do so before the final formal documents are 
exchanged). No (repeat no) decision has yet been reached by Her Majesty's 
Government, but as a result of the consideration given to the matter during the list 
month we are quite prepared to reach a friendly understanding with the Persians, 
on lines which we bope would be agreeable to the United States Government, 
provided that the remainder of the agreement remains undisturbed. 

6. As regards the contents of Article 3 of the intergovernmental heads of 
agreement, these do nio more than set out the position which in practice obtains 
not only in Sterling Area countries, but in almost any country where shortage of 
dollars necessitates the existence of an exchange control. The wording closely 
resembles that which regulated our payments arrangements with Persia. between 
1947 and 1951. Indeed the Persians, accepting that some limitation on their right 
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of conversion is necessary, have been zealous in adhering to wording with which 
they were already familiar. As regards publication of this wording (which would 
be a new feature) we should not expect undue attention to be attracted in view of 
the well-known facts that the world is short of dollars and that some restrictions on 
‘currency grounds are inevitable until sterling is freely convertible, 


7. As regards the “ screening,” this will aot in fact take an onerous form, but 
having regard for instance to the Persian desire to have further recourse to us in 
the event of their reaching the 40 per cent, maximum, we feel it only reasonable that 
we should be able to point out to them possible dollar economics. As already 
indicated, we feel we must also be able to explain to Parliament here, as to other 
Sterling Area countries, that Persia is not being given better facilities for sterling 
conversion than anybody else. ‘There is of course no (repeat no) intention in the 
case of Persia or anywhere else of using an exchange control mechanism for 
“acquiring commercial intelligence ” as suggested in Tehran telegram No. 643. 


8. Please speak urgently to United States Secretary of the Treasury personally 
‘on the above lines and endeavour to secure withdrawal of his objections. (For your 
information, we are told by United States Treasury representative here that it is 
Humphrey himself who needs to be tackled on this subject) In particular we hope 
that you will emphasise the following points :— 


(i) the nature and outcome of our previous contacts with United States 
sentatives here and in Tehran and our astonishment that they 
should have failed to seek any necessary further clarification from us; 

(ii) the dangers of altering, so late in the day, an agreement which has been 
reached with the Persians and with which they are content (though we 
are concerned at the possible effect of Bray's researches as reported in 
‘Tehran telegram No. 643); 

(iii) the great importance we attach to these payments arrangements, having 
regard to the sacrifices we have made in so many other directions in 
regard to Persi : . 

(iv) our readiness in principle to reach an understanding in regard to the service 
of dollar loans. 


(v) the leniency of the exchange control arrangements contemplated with 
Pers 


(vi) the advantages enjoyed by the United States oil companies through their 
ability to sell oil for sterling. 
9. Please report urgently the outcome of your discussion in order that we may 
consider what, if any, further action is necessary. 


BP 1111/56 O} 
Sir Roger Stevens to Mr. Eden. (Received June 22) 


(No. 643. Secret) Tehran, 
(Telegraphic) Sune 22, 1954. 
Your telegram No. $96: Payments agreement with Persia. 
T have just seen United States Ambassador. We were both accompanied by 
Economic Counsellors. 


2. I first impressed on him the need for secrecy while consideration of 


United States complaint was in progress. He fully accepted this. 

3. He then read extract from his telegram of May 27, which described the 
Serpeil/Bray conversation of May 22 reported in my telegram No. $45, and 
subsequent investigations. which Bray had conducted with the Bank Melli 
concerning the manner in which conversion requests had operated through 
inter-bank machinery under Memorandum of Understanding. Telegram reflected 

doubts, which have not been extinguished, concerning the use of inter-bank 
machinery for control of conversions, and for dequiing commercial intelivence, 
‘and also regarding discriminatory effect on United States export of essential goods. 
and. service clauses in intergovernmental headings of agreement. Position was 
again explained to Henderson and Bray, but I think it would be useful if T could 
be given precise account of documentation required by the bank, of use to which 
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it is put, and assurance that nothing more in these respects will be required from 
Persia than from any country in a transferable account area. 


4. I think there is little doubt that United States Embassy telegram of 
May 27 has given rise to anxiety about essentiality and the 40 per cent. limitation 
mentioned in Washington telegram No. 281 Saving. On the other hand, Henderson 
assures me that he has at no time suggested we were proposing to deny the Persians 
the right to convert sterling for servicing of dollar debt, On the contrary he 
recognises that this is a matter on which it would be extremely difficult for us to 
express a view until more specific information is available, as to the extent of 
servicing required. He believes at present time that there is no (group 
undecypherable ? debt] of any magnitude which will require servicing in dollars, 
If America could be given the gist of paragraph 3 of draft inter-bank exchange 
of letters it might help to remove their doubts, specially as regards operations in 
a irst year. 


PP NINN S6 (10) 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 604. Confidential) Foreign Office, 
(Telegraphic) June 24, 1954. 
Your telegram No. 643 of June 22: Payments}. 
My telegram No. 2925 to Washington [of June 23]. Please speak to Henderson 
on the same lines. 


2. Lope that in particular you will impress upon United States Ambassador 


our grave disappointment at the lack of confidence and co-operation shown by 
Bray's enquiries of the Persians reported in your paragraph 3, when none of us 
had an inkling that he felt any dissatisfaction, 


3. As regards last twenty-two words of your paragraph 3, Persin will have, 

under these arrangements, advantages not enjoyed by any other transferable 

account territory. In addition to normal facilities afforded by our commodity 

market arrangements for acquiring dollar materials for sterling, Persia will have, 

in contrast to the other transferable account territories, the additional facility of 

purchasing other essential dollar goods within the agreed limits. As regards your 
juest for “ precise account of documentation required by the Bank, &c.” We 
ll telegraph further what you may say to the Americans or Persians, 


4. Reference last sentence of your paragraph 4. We are considering your 
suggestion urgently but, as you will recall, we have always discouraged the Persians 
from believing that this was a device under which the maximum 40 per cent. could 
readily be exceeded. Hence our refusal to give them an assurance of " favourable 
consideration.” We should all the more wish to avoid giving a misleading 

pression to the Americans. 


5. Until this matter is seitied, please avoid if possible acting on last sentence, 

i. ssible ac ee 
aragraph 1, my telegram No, $67 of June 12. If you have already done so pleose 
inform us. 


EP 111/58 a) 
Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 609. Secret) Foreign Office, 
(Telegraphic) June 25, 1954. 
‘My telegram No. 604 fof June 24], paragraph 4. Persia Payments. 
My immediately following telegram gives text of a confidential letter we have 
to-day sent to United States Treasury representative in London. There is no 
objection to your informing United Siates Ambassador of contents of this letter. 


2 You will note that we have given only the gist and not (repeat not) the 


text of inter-Central Bank exchange of letters 
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EP I1}1/58 a2) 


‘Mr. Eden to Sir Roger Stevens (Tehran) 


(No. 610. Secret) Foreign Office, 
(Telegraphic) June 25, 1954. 

My immediately preceding telegram, Persia Payments. 

Folowing is text. Begins. 

As you are returning to Washington and may perhaps take part in further 
discussicns there of our payments arrangements with Persia, it may be useful for 

jou to know the gist of the confidential arrangements, as azreed between the two 

Governments, which will exist between the two Central Banks. These are that, 
due account being taken of Persia's dollar receipts from other sources, Article 
of the “ heads of agreement" (a copy of which I gave to you the other day) will 
be interpreted as meaning that the Bank Melli will not seek to make transfers 
to American or Canadian Accounts above an amount equivalent to 40 per cent. 
Of Persia's sterling receipts from the Consortium in any one year. (This is on 
the assumption that the Consortium will not be paying dollars) The word 
“resis “ covers payments both of direct revenue to the Persian Government and 
sterling spent locally by the Consortium, eg... on the purchase of rials. 

Persia may also consult with us should she take the view that, in a given year, 
she needs to exceed the 40 per cent. proportion mentioned above. 1 should perhaps 
add that, however, while we have agreed to such consultations in case of need, 
we were unable to agree to a Persian request that we should promise “favourable 
consideration.” ‘The Persians indeed withdrew this request when we agreed that 
the 40 per cent. “ceiling” should apply to the “ indirect” payments of sterling 
by the Consortium. 

Tam copying this letter to our Embassies in Washington and Tehran. May 
emphasise that ils contents refer to arrangements with the Persians which are 
strictly confidential and that, as Tam sure you will understand, I am now 
explaining them for the information of your own Government only. 

Ends, 


EP 11/59 13) 


Sir Roger Makins to Mr, Eden. (Received June 28) 


(No. 291, Confidential) Washington, 
June 25, 1954, 

Your telegram No, 2925: Payments arrangements with Persia, 

Tsaw Mr. Humphrey yesterday and put to him all the points in your telegram. 
Rickett was with me. Tt was clear from the start that Mr. Humphrey feels very 
strongly on this question and is convinced that we are trying to force the Persians 
info an agreement which would not only be unfair but would also arouse the 
strongest criticism in Congress. I did my best to make him see that this was not 50, 
Using all the arguments in your telegram. But as he is not at all well informed, 
once an idea has got into his head, itis hard work prising it out again. 1 can only 
claim a few dents at this first encounter. 


2. I began by saying that you were much concerned at the objections which 
had been raised to the pi agreement. From the outset of the negotiations 
we had taken every care to see that our intentions were made clear both to the 
United States Treasury representative in London and subsequently to the United 
States Ambassador in Tehran. At no time until at recent talk with Mr. Burgess 
had we received any indication that the lines on which we were negotiating were 

‘any objection from the United States Government 
‘he did not understand how this could be so. He had been 
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the draft Inter-Governmental Heads of Agrezment) that he had realised that there 
‘was to be a provision preventing the Persians from buying for dollars so long as 
they could buy the same goods on equivalent terms elsewhere. He had immediately 
made it clear that he objected strongly to this. I said that this was not our 
understanding. We had been in constant touch with the United States official 
representatives both in London and in Tebran. Mr. Humphrey said that perhaps 
the trouble was that there were too many officials, He regarded Herbert Hoover 
as being in charge of this affair. 


3. I'said that we had been all the more concerned to hear of these objections 
at this late stage when so far as payments arrangements were concerned, agreement 
had been reached on practically all outstanding points. Humphrey immediately 
challenged this statement. He apparently did not distinguish between agrezment on 
Payments and agreement over the ret of the fell. He said that at the present 

ime there was no deal at all, and he implied that, if the payments arrangements 
were not satisfactory, there might be no deal at all. i ai 


4. He then explained why he felt so strongly about our proposal, He said 
he knew me well enough to speak frankly. The situation was that the Anglo: 
Iranian Oil Company had lost their concession in Persia and had no hope at all 
of getting it back. There had been a deadlock for several years during which the 
United States Government had put up considerable sums in economic assistance 
to Persia. The United States oil companies had no interest in going into Persia 
except to prevent Persian oil getting into wrong hands as a result of the breakdown 
of the embargo which wouk 

ranian Oi 


5. 1 spoke equally frankly in reply, and said that we both knew that the 


United States oi! companies had decided to take part in the Consortium because 
it was in their interests to do so. The Consortiym would be able to sell its oil 
for sterling in markets where oil could not be sold for dollars, We were prepared 
to allow the Persians to convert their sterling into dollats up to a reasonable 
amount, but as a result, we should have to meet both the dollir requirements of 
the Persians and also those of the United States oil companies. We estimated 
that the net additional cost to the Sterling Area reserves, after taking account of 
any dollar savings which might be expected as a result of the resumption of 
‘operations in Persia, was likely to be in the neighbourhood of $40 millions in the 
first full year, rising to approximately $55 millions in the third year. We had to 
take into account the effect of any arrangements we made with Persia on other 
oil-producing countries in the Sterling Area, particularly Iraq. You could not 
justify either to the British Parliament or to other Sterling Area countries any 
agreement under which Persia, only a fraction of whose oil could be sold for 
dollars, would receive more favourable treatment than those countries, The 
arrangements we proposed were perfectly fair and indeed generous to Persia, nd 
this had been recognised by the Persians themselves. The wording of Article IIT 
of the Draft Heads of Agreement was in fact the wording which the Persians 
themselves preferred, since it followed the wording of the Memorandum of 
Understanding. 

6. Mr. Humphrey remained incredulous on all these points, He di 
understand how we could lose dollars from the agreement when the Unded States 
oil companies were going to pay Anglo-Iranian “a billion dollars.” Anyway 
since the United States had done all that it had to save the position in Persia 
he objected to a “trade preference” being given to the United Kingdom. (1 
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pointed out, of course, that there was no trade preference to the United Kingdom 
and that Persian sterling would be freely transferable except to the United States 
and Canada.) He could not believe that the Persians would have willingly accepted 
any such arrangement. He was momentarily impressed by the argument that 
Persia should not be treated better than other oil-producing countries which had 
behaved properly, but was disposed to think that the American doilar investments 
in the Persian business was overriding. 


7. After the discussion had gone on for 2 long time I finally suggested that 
1 should send Mr. Humphrey a personal letter setting out our case as clearly and 
fully as I could. He welconied this suggestion. He would consider my letter and 
send me his comments on it, 

8. Before I send the letter, I should be grateful for any further comments 
you may have in the light of what Mr. Humphrey said. In particular, T think 
it would be useful if we could explain to him in some detail the basis on which 
we calculate that we shall sulfer a net loss of dollars as a result of the resumption 
of operations in Persia. It should not be dificult, T imagine, to spell this out » 
little for him. 


9. 1 do not despair of bringing him round in the end. 


EP 1111/59 (14) 
Mr. Eden to Sir Roger Makins (Washington) 


(No, 3104, Secret) Foreign Office. 
(Telegraphic) July 1, 1954. 
Your telegram No, 291 Saving fof June 25} Persia Payments. 
We are most grateful for your efforts and are encouraged by your paragraph 9. 
We fully endorse the line taken in your paragraph 5. 


2. The following additional comments may be of use either in your proposed 
letter or in further discussion: — 

(i) Your paragraph 2, Sth sentence 

{t is a little hard that Mr, Humphrey should regard us as committed by 
a telephone conversation between himself and Mr. Hoover; United States 
Treasury representative in London was in fact given a copy of the then draft 
inter-governmental heads of agreement (since somewhat slightly revised) at 
the first meeting at which any American was informed of the 40 per cent 
formula, Hoover himself had left Tehran before we were in a position to 
explain the agreed arrangements to him. 


(i) Your paragraph 3 

We certainly regard the payments arrangements as an essential part of 
the settlement with Persia though since it is inter-governmental and affects the 
whole Sterling Area it is in a rather different category from the Consortium 
‘or compensation talks, We do not attach too much weight to Mr. Humphrey's 
threat in the last sentence of this paragraph. The ol inited 
States Government were mainly strategic and political. Though they now 
seem also to have in mind a commercial aim (which we shall in effect be 
assisting, see (iv) below), We cannot believe that failure to have their own way 
about the payments proposals would lead to “no deal at all.” 


(iii) Your paragraph 4 

Mr. Humphrey fails to mention the very large dollar drain incurred by 
us through payments to the United States oil industry (though not necessarily 
to the Consortium companies) between 1951 and 1954 as a direct result of 
ALO.C:s difficulties. We did not refer to this matter earlier since we were, 
‘and remain, grateful for American assistance in replacing. to a considerable 
extent supplies of Persian oil (some markets were of course lost to United 
States companies). But it may now be worthwhile reminding Mr. Humphrey 
of this. While you will doubtless wish to avoid too much * accountancy.” the 
dollars spent in this manner may conservatively be put at a total of some 


$500 millions (it is impossible to compute precisely) 
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(iv) Your paragraph 4, penultimate sentence 

We are not of course * insisting on controlling Persia's commercial policy.” 
We are simply trying to limit the dollar cost to ourselves, in a manner which 
will cause us the least possible embarrassment elsewhere,’ We can reasonably 
point out that without the dollars now to be made available to Persia at the 
expense of the Sterling Area’s reserves, United Stites trade would depend on 
United States aid and Persia's own low dollar earnings from goods other than 
oil. Because of the conversion arrangements there will be room for a 
considerable increase in United States trade, if United States goods are 
competitive. 
(W) Your paragraph 5, last sentence 

This goes a litle too far. The Persians would obviously prefer to have no 
restrictions at all and unlimited access to dollars. The third sentence of 
paragraph 6 of our telegram No. 2925 fof June 23] meant that the Persians 
preferred wording relating to an arrangement of which they alrendy had 
experience and that they tended to be suspicious of changes lest they be for 
the worse. 
(vi) Your paragraph 6, penultimate sentence 

No doubt if the Persians had reason to believe that they had American 
support in seeking still better terms they would quickly ask for more, but 
they have told us that they are satisfied that the arrangements agreed ‘with 
them are fair and just. You should emphasise that one of our chief aims in 
the recent negotiations was to reach an agreement which would not (repeat 
not), because of an unduly rigorous character, lead to frequent difficulties and 
requests for amendment. It is significant therefore that it was the Persians 
who asked that paragraph $ of the Heads of Agreement should take its present 
form, ie., of a continuing arrangement. 


(vii) Your paragraph 8 
See my immediately following telegram, especially paragraph 9. 

(vii) You may find a suitable unity of pointing out that the present 

arrangements could scarcely continue to apply should non-resident sterling 

become convertible. In such circumstances our present intention, though we 

have not of course discussed the matter with the Persians, would be to treat 

Persia in the same way as any other non-sterling area country. 


3. In view of the desirability of getting this matter cleared up ax soon as 
possible and to enable Her Majesty’s Ambassador at Tehran to discuss the formal 
documents in which this agreement will be recorded, please act as soon as posible, 
reporting by telegraph rather than by Saving telegram. 


EP 1M «sy 


Mr. Eden to Sir Roger Makins (Washington) 


(No. 3105, Confidential) Foreign Office, 
(Telegraphic) July 1, 1954. 
My immediately preceding telegram fof July 1}: Persia Payments. 
Here is the material requested in paragraph 8 of your telegram No. 291 Saving. 
2, The sums mentioned in paragraph 3 (d) of my telegram No. 2925 were 
arrived at as follows (all figures in millions of dollars): — 
First Year Third Yeur 
(a) Dollars for Persia 4 eee”) —84 
(b) Dollar production costs in Persia -5 6 
(c) Dollar savings on product imports by Sterling 
‘Area é Nil +40 
(@) Extra dollar cost of our arrangements with 
United States companies about marketing 
for sterling ~6 “2 
{e) “ Consideration” to A.LO.C. by American 
members of Consortium at 10 cents per 
barrel +3 
Net additional dollar cost to United Kingdom -2 


SECRET 
51653 











138 SECRET 


3—(a) Assumes that Persia will convert 40 per cent, of her sterling receipts 
from the Consortium. Total sterling recipts have been calculated from estimates 
supplied by Consortium members based on 10 million tons of crude in the first year 
and 30 million tons in the third year. 


4-—(b) Is an estimate based on our experienoe of other ail company operations 
containing substantial United States participation. 

$.—(o) Will arise almost entirely on imports of aviation spirit. We are told by 
the Consortium that there is no likelihood of any aviation spirit coming out of 
Abadan in the first year. In the third year we have assumed that there will be 10 
‘more imports of it from dollar sources into the Sterling Area and that there may 
also be small marginal savings on middle distillate imports. We have assumed, as 
do the companies, that apart from aviation spirit, supplies from Absdan will 
displace those which would otherwise have come froin Sterling Area refineries and 
refineries such as Ras Tanura which serve the Sterling Area. 


6,—(d) Is the result of a number of complicated plus and minus items connected 
with our arrangements with the American companies enabling them to accept 
sterling for their sales of oil both to the Sterling Area and to non-dollar non-sterling 
countries. 


7. _As regards (¢) the payment to A.LO.C. by American members of the 
Consortium of 10 cents per barrel of crude off-taken by them will reduce the 
American companies’ profit remittances and so saye us dollars. Of course, if the 
Consortium should succeed in persuading the Persians to accept this payment as a 
production “ cost ” (which seems unlikely), the Persians in effect will pay half of it 
and our dollar saving will be substantially reduced. 


$. We have not taken into account the dawn payment which the American 
companies will be making to A.LO.C, and which will be $60 millions spread 
‘over a period of twelve months. We regard this Pajment asa capital sum ofiseting 
to a slight extent the very heavy dollar drain which we will have suffered between 
1951 and the present day on account of Anglo-tranian's expulsion from Persia 
(cf. paragraph 2 (iii) of my telegram under referencel. 


9. The "SI billion” including down payment of $150 millions quoted 
by Mr. Humphrey is the total * consideration” payable by all members of the 
Consortium including the member representing A.LO.C, Of this consideration, 
only the 40 per gant. payable by the American members (c.. 60 millions down 
payment plus $340 millions continuing payments of which the $3 milons. and 

‘millions shown against (ed above are the first and third year instalments} will be 
‘dollar gain to us. 


EP 1111/69 (16) 


Sir Roger Makins to. the Honourable George M. Humphrey, United States 
Secretary of Treasury 


(Personal) British Embassy, Washingion, D. 

Sir, July 3, 1954. 
At the end of our talk last bout the proposed payments agreement 

between the United Kingdom promised to let you have a letter setting 

out our views, But before doing so I thought it best to obtain more detailed 

information on one or two points which you raised. 


2. Twill not spend much time on matters of past history, but you will 
remember that we discussed how the present misunderstanding could have arisen. 
You said that you had understood from Herbert Hoover that the arrangement was 

hat Persia should have the right 10 convert up to 40 percent. of ber string receipts 
and that this had seemed to you @ reasonable arrangement seeing that the United 
States companies had a 40 per cent, participation in the Consortium. 1 was only 
later when you were given a copy of our draft Heads of Agreement with the Persian 
Government that you realised that there was to be in addition a provision preventing 
the Persians from buying for dollars unless the goods were essential and could not 
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be bought on equivalent terms elsewhere (Le., in any country where they Would not 
have to pay dollars). 


3. [have now confirmed that, from the outset of the negotiations, we made 
our intentions clear both to the United States Treasury representative in London 
and subsequently to the United States Ambassador iniebran. The United States 
Treasury representative in London was given a copy of the draft Intergovernmental 
Heads of Agreement (since somewhat slightly revised) at the first meeting at which 
sny American was informed of the 40 per cent, formula, though Herbert Hoover 
himself had left Tehran before our people were able Co talk about it to your 
representatives. 


4. So it looks as if we made it clear from the start that there was to be not 
only a ceiling of 40 per cent., but also a limitation of the Persians’ right to turn 
sterling into dollars to cases where the goods were essential and they could not 
make the purchases in equivalent terms outside the dollar ares, 


5. You told me frankly in our talk that you did not think out proposed 
arrangements were fair and reasonable. You said that Cotigress would nevet 
Understand why we should want to preveitt the Persians spending sterling on dollar 
goods when the United States Government had put up substantial sums in dollars 
to keep the Persian economy going over these last few years and the United States 
col compitnies, who aré to join the International Consortium, would be paying large 
sums to the Anglo-tranian Oil Company inthe form both of a down-payment und 
of payments spread over a period of years, But, as Tam sure you would agree, the 
cancelling of the Anglo-lIranian Oil Company's ‘concession in Persia and the crisis 
Which arose in consequence in our relations with the Persian Government, raised 
a very large issue with serious political und strategic consequences. We have 
‘always recognised that it was in the interests of both our Governments to find a 
way out, and that if matters dragged on as they were the results might have been 
serious not only to the international oil industry, but also to the political and 
strategic interests of the free world. That, | believe, was why your Government 
took the action they did, and surely the United States oil companies are joining 
the Consortium, however reluctantly, because they think it is in their interests to 
do so, 

6. _Inreckoning up, however, what the Persian crisis cost us and to what extent 
in consequence we can give the Persians the right to convert sterling into dollars, 
it should. not be forgotten, that. as. direct result of the Pentan selion 
appropriating the Anglo-Iranian Oil Company we were obliged to make very large 
dollar payments between 1951 and 1954 to the United States oil industry inot 
necessarily, of course, to the Consortium companies) in order to replace, 30 far as 
possible, the supplies of Persian oil we had lost, We were very grateful to the 
American companies for their assistance, ‘They had to resort to special measures 
to make the oil available, and we were glad to buy it from them. It helped to tide 
us over, though some of our markets were lost to United States companies. The 
fact is, however, that as a result we had to spend on United States oil over these 
three years something of the order of $500 millions (it is not possible to give a 
precise figure). We shall, it is true, be getting a down-payment cf $60 millions 
spread over twelve months which the American members of the Consortium will be 
making to the Anglo-Iranian Oil Company. We feel justified, however, in regarding 
this as a slight offset to the heavy dollar drain Which we suffered between 1951 and 
the present day, and we certainly would not consider it to be any justification for 
increasing the dollar burden which we shall be assuming in respect of Persia under 
the new arrangements, 


7. I mentioned when I saw you that we estimated that the net additional cost 
{o the sterling area reserves, after taking account of any dollar savings which may 
be expected as a result of the resumption of operations in Persia, is likely to be in 
the neighbourhood of $40 millions in the first full year, rising to approximately 
$55 millions in the third year. The ealeulations on which these figures mre based 
fare given in the attached note. I should like to emphasise what I said in our 
talk, namely, that the United States members of the proposed International 
Oil Consortium have made it clear that unless they can sell Persian oil for 
sterling, they will not be able to take part in the proposed operation, at any 
rate on a sufficient scale. ‘The United States oil companies will in consequence 
enjoy considerable advantages through their ability to sell oil for sterling. It is a 
fact that only a fraction of the oil produced in Persia could be sold for dollars. All 
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the payments of the Consortium, therefore, to the Persian Government will be made 
in sterling, and it is only fair and reasonable that there should be a limit to their 
right to turn it into dollars. As I told you in our talk, the British Government 
could never justify to the British Parliament and to other oil-producing countries 
in the sterling area, any agreement under which Persia would receive more 
favourable treatment than those countries, particularly after the way the Persians 
have behaved over the oil concession. What should we say, for example, to [rag 
who, as a member of the sterling area, is expected to limit her dollar expenditure so 
far as possible, if we give the Persian Government much greater freedom to turn 
their sterling earnings into dollars? We have in fact had considerable doubts about 
the wisdom of agreeing to so high a ceiling as 40 per cent. for the Persians, and it is 
because of the fear of repercussions in other countries that we have asked that it 
should be embodied not in the published agreement, but in an exchange of letters 
between the Bank of England and the Bank Melli, which is to be kept secret 


8. [would also like to be sure that there is no misunderstanding about the 
terms of the agreement with the Persians, The arrangements we are proposing do 
hot involve anything which could be called a “trade preference ” either for the 
United Kingdom or for the other sterling area countries. The sterling which is 
paid to the Persians by the Consortium will be freely transferable throughout what 
is know as the "transferable account arca” and includes every country in the 
world except Canada, the United States, and those other countries which are 
included in the “ American account area.” Moreover, if, as we hope, we are able 
to bring to a successful conclusion the plans you know of for making non-resident 
sterling convertible, then of course in those circumstances the arrangements now 
Proposed will no longer apply, and Persia will have the same freedom. to convert 
sterling into dollars as any other country outside the sterling area. 


9. Until, however, we are able to make sterling convertible, we cannot treat 
Persia better than other countries. It is true that this puts a limit on the ability 
of the Persians to buy dollar goods and services, but as you will see from the figures 
enclosed, we estimate that the Persians will be able to draw $34 millions from the 
sterling area reserves in the first year of the agreement and $84 millions in the third 
year. But for this, the only dollars they would have to spend on American goods 
would be those which you might give them in the form of aid and such dollars as 
Persian herself can earn by selling for dollars goods other than oil. (As I have 
already said, very little Persian oil could be sold for dollars.) 

10. 1 mentioned in our talk that the Persians themselves do not regard the 
arrangements which we proposed as onerous or unfair. No doubt if they had 
reason to believe that You would support themy in asking for sill better terms they 
woul! quickly do so, but they have told us that they are satisfied that the 
arrangements agreed with them are fair and just. One of our chief aims in the 
recent negotiations was {0 reach an agreement which would not be (oo harsh and 
would therefore “ stick.” Given that there was to be a limit on their right to 
convert sterling into dollars, the Persians themselves preferred the wording of the 

resent agreement because it was the same as the wording in the previous agreement 
{terminated in 1951) of which they already had experience. They themselves also 
asked that paragraph Sof the draft Heads of Agreement should take its present 
form, ie, of a continuing arrangement, 

11. There is one other point which Tshould mention, When 1 talked about 
this to Randolph Burgess, he said that you were particularly concerned that the 
Persians should be entitled to convert sterling for the reasonable service of dollar 
indebtedness and I promised to look into this point, The position on this is that 
this matter has not yet been formally discussed with the Persian Government, and 
no decision has yet been reached by my Government. We have, however, been 
considering the matter during the list month and we are fully prepared to reach 
aa friendly understanding with the Persians on lines which we hope will be agreeable 
to you, This will, however, only be possible provided that the rest of the agreement 
remains undisturbed. 

12, Thope you will find these explanations helpful. 1 am, of course, at yout 
dispousl to diseuss the matter further with you stany time. : 


Thave, &. 
ROGER MAKINS. 
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Dollar Cost of Proposed Agreement with Persia 
{all figures in millions of dollars) 


* First Year Third Year 
(a) Dollars for Persia... —34 
(6) Dollar production costs in Persia Le 
(©) Dollar savings on product imports by Sterling 


-5 


(d) Extra dollar costs of our arrangements with 
United States companies about marketing 
for sterling inf 

fe) * Consideration” to ALO.C.” by American 
members of Consortium at 10 cents per 
PIG ce aed 

Net additional dollar cost to 


-6 


x} Fy 7 +3 
Kingdom =a 


EP 1111/70 (7) 
Sir Roger Makins to Mr, Eden. (Received July 14) 


(No. 1462. Secret) Washington. 
(Telegraphic) July 13, 1954. 
My telegram No. 1422: Persian Payments. 
George Humphrey returned to the charge to-day on the telephone in terms 
which made me think that he had either not read or had not fully absorbed the 
arguments in my letter of July 3 


2. He maintained his position that there should be no limitation or restriction 
on Persian trading with the dollar area up to the amount of 40 per cent. of their 
sterling earnings and that within this figure there should be no preferences elsewhere 
and no screening of any kind. He said that if the United States were not allowed to 
trade with Persia on even terms after all they had done to bring about an oil 
settlement he would regard jt as“ unfair ” and would consider that we were exacting 
“our pound of flesh.” 


3. He said that if, nevertheless, we insisted on proceeding with the agreement 
on the present basis, then the United States Government would have to decide 
whether or not they would accept it Personally he did not think this was a large 
‘enough matter for which to upset the whole arrangement and he would recommend 
that the United Staies Government should acquiesce, But he wanted to assure me 
that there would be # lingering feeling of resentment and that if we squeezed the 
last ounce out of them on this occasion they would remember it and be equally 
hard traders when the next occasion came along. 

4. I briefly recapitulated the main reasons why we could not give Persia better 
treatment in this matter than other non-dollar countries and pointed out that this 
was the type of arrangement inherent in an inconvertible system. But he would 
have none of this and stuck to his main point that if discrimination was permitted 
against the dollar arcs after all the Americans had done to save the Persian situation, 
while they might have to lump it, they would not like it and Would remember it 
for the next time. 

$. He added that he did not ask us to change our documents provided that 
they were interpreted in a way which would bring the result he wanted. 


6. I said that I had presented our position as clearly and as fully as 1 could 
and that I could go no further. All I could do was to report that he still felt very 
strongly in the sense in which he had expressed himself. He accepted this, 

__ 7. 1am sorry that George Humphrey is being so silly about this, Though 
virtually impervious to argument on this matter he could not have been more 
friendly even when uttering dark threats for the future. I can only suggest that 
perhaps after a word with Burgess the Chancellor should send me a. personal 
message for him which will enable him to give in with as good a grace as possible. 


SECRET 














142 SECRET 
EP 1111/75 (18) 
Sit Roger Makins to Mr, Eden, (Received July 22) 


(No. 1544. Secret) Washington, 
(Telegraphic) July 21, 1954 
My telegram No. 1462, paragraph 7. Persian Payments. 
1 should like to be able to give Humphrey a reply about this matter soon. 1 
had thought that there might be some discussion of it in London, but I have been in 
touch with Randolph Burgess and understand that it did not come up. 


2. I suggest that it might be possible for the Chancellor to say that, after full 
consideration it is not possible for him at this late stage to alter the terms of the 
proposed agreement with the Persians, but that (a) we hope to make an arrangement 
with the Persians covering the reasonable service of dollar indebtedness. () in 
deciding what goods are * essential” and in what circumstances they cannot be 
obtained on “ equivalent terms elsewhere” we will give a liberal interpretation to 
both those phrases. 

3. [have not suggested, and do not suggest now, that we should make any 
change of substance in our position. But something on the foregoing lines would 
help George Humphrey to give in with better grace. 


EP 1111/75 (19) 
Mr, Bien to Sir Roger Makins (Washingron) 


(No. 3562, Confidential) Foreign Office, 
(Telegraphic) July 22, 1954. 

Your telegram No. 1544 {of July 21): Persian Payments. : 

A leiter from the Chancellor to Humphrey signed before receipt of your 
telegram is on its way to you. We think it covers sufficiently your point (B). As 
regards your point (A) you will have seen from Tehran telegram No. 756 that 
Persians have not raised this matter as we expected them to do. In giving the 
Chancellor's letter to Humphrey you may at your descretion explain the position 
and add that we remain fully prepared if and when the Persians later raise the 
‘matter (o reach a friendly understanding with them on lines which we hope will be 
agreeable to Humphrey, This is provided of course that the rest of the agreement 
Temains undisthirbed. 


EP 1111/788 20) 


Record of Conversation between Her Majesty's Ambassador in Washington and 
the United States Seeretary of the Treasury 


1 saw Mr. Humphrey to-day about Persian panics 1 told him that the 
as 


Chancellor's letter had reached him prematurely as I had been anxious to bring it 
down myself. 1 also wished to make two points in regard to it 

The first was (o emphasise that there would be no screening of individual 
transactions. We should only take the matter up with the Persians after the event 
if their policy was seriotisly ut of line. Under this procedure there could not be 
anything but a pretty liberal interpretation of the words “essential” and 
“ equivalent terms.” 

The second point related to the payment of interest on dollar indebtedness. 1 
said that the Persians had not raised this with us but that in view of the American 
interest we were now proposing to raise it with them, and we had little doubt of 
being able to reach an agreement which we thought would be agreeable to the 
Americans. 

Mr. Humphrey thanked me for this communication. He said that he had not 
yet studied the Chancellor's letter as vet and ad passed it to Mr. Burgess. He 
would let me know whether he had anything further to say on the subject. 


SECRET 


SECRET 
No. 71 
PAYMENTS AGREEMENT 
a) 
Text of Notes and Letters exchanged with Persia 


Sir Roger Stevens to Sir Anthony Eden. (Received October 29) 


(No. 85 E. Confidential) Tehran, 

Sir, October 26, 1954. 
' have the honour to enclose the text of the notes and letters regarding the 

Payments arrangements between the United Kingdom and Persia which, in 

accordance with your instructions, 1 exchanged with the Persian Minister of 

Finance on the 25th October, The original texts of Dr. Amini's note and letter 

are also enclosed.(') 


2, As you will be aware, it has been agreed that the notes will in due course 
be published, but that the text of the letiers isto remain confidential, the Persians, 
however, ing at liberty to mention the existence of the understanding which 

iey conta 


3._After the exchange had taken place Dr. Amini expressed the hope, which 
I reciprocated, that this would mark the end of an unhappy chapter in ourelations, 
which was best forgotten, and the beginning of a period of expanding trade between 
our (wo countries. 

4. 1 am sending a copy of this despatch to Her Majesty's Ambassador at 
Washington, to the British Middle East Office, Her Majesty's Treasury, the 
Commercial Relations and Exports Department of the Board of Trade and the 
Export Credits Guarantee Department. 


T have, &e. 
R. B. STEVENS, 
() Enclosures 1 and 2 not printed. The text of the Notes exchanged is contained in Cmd. 9314, 


Enclosure No. 3 


(Confidential) Tehran, 
Your Fxcellency, 25th October, 1954. 
Following our conversation concerning the last clause of Article 3 of the 
letters exchanged between us to-day dealing with the payments arrangements 
between our two countries, I wish to confirm our mutual understanding that It is 
the intention of our two Governments to apply these arrangements in the same 
spirit which governed the payments arrangements agreed in 1947. In particula 
1 should like to record our understanding that, in view of the difficulty which 
Iranian importers may have in producing proof that they have applied to suppliers 
in sterling area countries and other non-dollar countries for a commodity and 
that they have not been able to obtain it on the same terms and conditions in 
these countries, We may assume that applications made for imports from dollar 
countries are in respect of goods not otherwise obtainable on equivalent terms 
I would be grateful if you would confirm this understanding. 


Yours sincerely, 
Minister of Finance, 
(Signed) Dr. AMINI. 


His Excellency 
Sir Roger Stevens, 


Her Britannic Majesty's Ambassador, 
Tehran. 
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Enclosure No, 4 
BCD 11211/207/54 


(Confidential) British Embassy, Tehran, 

Your Excellency, 25th of October, 1954 
Thank you for your letter of the 25th of October, 1954, which reads as 

follows 

“ Following our conversation concerning the last clause of Article 3 of 

the letters exchanged between us to-day dealing with the payment 
arrangements between our two countries, 1 wish to confirm our mutual 
understanding that it is the intention of our two Governments to apply th 
arrangements in the same spirit which governed the payments arrangements 
agreed in 1947. In particular I should like to record our understanding that 
in view of the difficulty which Tranian importers may have in producing proof 
that they have applied to suppliers in sterling arca countries and other 
non-dollar countries for a commodity and that they have not been able to 
obtain it on the same terms and conditions in these countries, we may xssume 
that applications made for imports from dollar countries are in respect of 
goods not otherwise obtainable on equivalent terms. I would be grateful 
if you would confirm this understanding.” 
Tconfirm with the authority of my Government that I am in agreement with 


understanding. 
Yours sincerely, 


(Signed) R. B, STEVENS 
(Her Britannic Majesty's Ambassador) 


Excellency 
Dr. Ali Amini, 
Minister of Finance, 
Imperial Iranian Ministry of Finance, 
Tebra ‘ 


EP 111/109 eo 
Sir Roger Stevens to Sir Anthony Eden. (Received October 30) 


(No, 1241, Confidential) Tehran, 
(Telegraphic) October 30, 1954. 
There would seem to be advantage in telling the Americans about exchange of 
letters regarding interpretation of the last clause of Article 3. They are bound to 
hear of the existence of these letters in Tehran. And they would provide fresh 
evidence of our intention to interpret the arrangement liberally in accordance with 
your telegram No, 608 and the Chancellor's letter of July 21 to Mr. Humphrey 
2. If this suggestion is approved 1 shall be grateful for early instructions 
regarding what we may tell the United States Embassy. So far we have merely told 
them that inter-governmental letters have been signed and inter-bank letters are 
awaiting signature. 


EP 1111/109 a) 


Sir Anthony Eden to Sir Roger Stevens (Tehrani) 


(No. 1203. Confidential) Foreign Office, 
(Telegraphic) November 4, 1954. 
‘Your telegram No, 1241 of October 29. Payments. 
We agree that you may explain matters to the United States Embassy and, if 
you think it desirable, show them the text in strict confidence. 
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